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House or REPRESENTATIVES, 
Washington, D.C., July 15, 1959. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington, D.C. 

Dear Mr. Speaker: By direction of the Committee on Govern- 
ment Operations, I submit herewith the committee’s eighth report to 
the 86th Congress. The committee’s report is based on a study 
made by its Military Operations Subcommittee. 

Wun L. Dawson, Chairman. 
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MILITARY SUPPLY MANAGEMENT 


(SIncLE ManaGerR AGENCIES) 


Jury 15, 1959.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Dawson, from the Committee on Government Operations, 
submitted the following 


EIGHTH REPORT 
SUBMITTED BY THE MILITARY OPERATIONS SUBCOMMITTEE 


On July 15, 1959, the Committee on Government Operations had 
before it for consideration a report entitled “Military Supply Manage- 
ment (Single Manager Agencies).” 

After consideration of the report as submitted, upon motion made 
and seconded, the report was approved and adopted as the report of 
the full committee. The chairman was directed to transmit a copy 
to the Speaker of the House. 


INTRODUCTION 


President Eisenhower, in his message to the Congress of April 3, 
1958,’ stated that one effect of the ‘separately administered” con- 
cept of the National Security Act was to “impede such techniques 
for increased efficiency and economy as the single manager plan” of 
the Department of Defense. The Congress, in the Department of 
Defense Reorganization Act of 1958, not only modified the “sepa- 
rately administered” clause but accepted the McCormack amend- 
ment, which removed any possible doubt as to the authority of the 
Secretary of Defense to integrate supply or service functions. 


1H, Doc. No. 366, 85th Cong., 2d sess, 
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The McCormack amendment, which is section 3(a)(6) of Publie 
Law 85-599, reads in part as follows: 


Whenever the Secretary of Defense determines it will be 
advantageous to the Government in terms of effectiveness, 
economy, or efficiency, he shall provide for the carrying out 
of any supply or service activity common to more than one 
military department by a single agency or such other 
organizational entities as he deems appropriate. 


While the Secretary of Defense is not compelled to make the 
administrative determination that a single agency will be advanta- 
geous in given supply operations, the subcommittee believes that the 
McCormack amendment is a renewed expression of the intent of 
Congress that positive and continued action be taken to eliminate 
duplication and waste in military supply programs and to establish 
means for sustained efficient performance in this area. 


BASIS OF INQUIRY 


Mindful of this restatement of congressional intent, the Military 
Operations Subcommittee undertook investigations and hearings in 
military supply management, giving particular attention to the com- 
modity “single manager” programs of the Department of Defense. 

The agencies examined in this inquiry include the Military Subsist- 
ence Supply Agency, the Military Clothing and Textile Supply 
Agency, the Military Medical Supply Agency, and the Military Petro- 
leum Supply Agency. 

In the commodity areas designated by their names, these four agen- 
cies are charged with the purchase, storage, and “wholesale’’ distribu- 
tion of goods for the military services. Their combined annual pro- 
curements total $2.5 billion. 

In recent years this subcommittee has had occasion to investigate 
various matters falling within the jurisdiction of single manager 
agencies—notably military clothing procurement *—but the present 
study represents the first systematic congressional review of com- 
modity single manager operations since the initiation of the single 
manager concept in 1956. 

There are in addition to the four commodity single manager agen- 
cies, three single manager agencies for services in the transportation 
field: rer | Traffic Management Agency, Military Air Transport 
Service, and Military Sea Transportation Service. The service agen- 
cies have not been included in the present study. Two of them— 
Military Traffic Management Agency and Military Air Transport 
Service—have been examined in the subcommittee’s earlier investiga- 
tions of military air transportation.® 

The present report considers the background of the single manager 

lan, its place and role in military supply, and the possibilities for 

roader application. Operations of the single manager agencies are 
examined from the standpoint of economy and efficiency, and col- 
lateral problems of interest are noted. 


2H. Rept. No. 1168, Military Clothing Procurement, 85th Cong., Ist sess.; H. Rept. No. 1370, Military 
Clothing Procurement (Executive Action in Response to Committee Recommendations), 85th Cong., 2d 





Bess. 

3H. Rept. No. 2011, Military Air Transportation, 85th Cong., 2d sess.; hearings, Military Air Transporta 
tion, January-February 1958, 85th Cong., 2d sess,; hearings, Military Air Transportation (Executive Action 
in Response to Committee Recommendations), May 1959, 86th Cong., Ist sess. 
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The single manager plan was conceived in the Office of the Secre- 
tary of Defense and promulgated as an official policy in directives. 
The real test of the plan, as far as the subcommittee is concerned, is 
the extent to which supply effectiveness has been increased and money 
savings realized. 

HEARINGS AND WITNESSES 


Public hearings were held on May 25 and 26, 1959, at which testi- 
mony was received from representatives of the Office of the Secretary 
of Defense and the Departments of the Army, Navy, and Air Force. 

The General Accounting Office and the General Services Administra- 
tion provided written material to the subcommittee but were not 
asked to present oral testimony. 

Following is a list of the witnesses appearing before the subcom- 
mittee at these hearings: 

Office of the Assistant Secretary of Defense (Supply and Logistics): 
Paul H. Riley, Director, Office of Supply Management Policy. 
Col. C. C. Case, USA, Staff Director, Commodity Single Manager 

Division. 

Robert C. Moot, Staff Director, Material Management Division. 

Department of the Army: 

Maj. Gen. Hugh Mackintosh, USA, Executive Director, Military 
Subsistence Supply Agency. 

Maj. Gen. Webster Anderson, USA, Executive Director, Military 
Clothing and Textile Supply Agency. 

Department of the Navy: 

Rear Adm. William L. Knickerbocker, SC, USN, Executive 
Director, Military Medical Supply Agency. 

Comdr. George L. Voegeli, SC, USN, Systems Planning Officer, 
Military Medical Supply Agency. 

Lt. Comdr. Richard C. Applegate, SC, USN, Bureau of Supplies 
and Accounts. 

Rear Adm. Onnie P. Lattu, SC, USN, Executive Director, Mili- 
tary Petroleum Supply Agency. 

George Jillson, Assistant Director, Service Contracts Division, 
Military Petroleum Supply Agency. 

Richard E. Schattman, Assistant Counsel, Military Petroleum 
Supply Agency. 

Department of the Air Force: 

Brig. Gen. George E. Keeler, Jr., USAF, Deputy Director of 
Supply, Air Materiel Command. 

Lt. Col. Joe R. Byrtus, USAF, Acting Executive Director for 
Photographic Equipment and Supplies Single Manager Assign- 
ment. 

Clyde Edgington, supply directorate, Air Materiel Command. 

James Tupman, procurement directorate, Air Materiel Command. 


SuMMARY OF Report 


The single manager program of the Department of Defense was 
established in 1956 to integrate basic supply functions for commercial- 
rye commodities used in common by two or more military services. 

nder this program, a single agency is responsible for the procure- 
ment, inventory management, stock fund maintenance, warehousing, 
and distribution functions in a given commodity area. 
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Each single manager assignment is made by the Secretary of Defense 
to the Secretary of the military department having a predominant 
interest in the commodity area concerned. The departmental Secre- 
tary, who becomes the “single manager,” then creates a single manager 
agency and appoints an executive director to carry out the assignment. 

This program was developed in part as an alternative to a “fourth 
service of supply,” interest in which was reawakened by the recom- 
mendations of the second Hoover Commission in 1955. 

The single manager program was designed specifically to meet the 
criticisms of Congress and the Hoover Commission with respect to 
duplication, overlapping and waste in procurement, warehousing and 
stockage of supplies, and failure to use the resources of all three 
military departments to meet the separate requirements of each 
department. Progress in solving these problems was determined 
largely at the outset of the program, when simplified storage and 
distribution systems were planned and established by the single 
manager agencies. 

To date, single manager agencies have been created for the manage- 
ment of medical supplies, clothing and textile, food and petroleum. 
These commodity areas had been under some degree of coordination 
since World War II, and thus were considered the most suitable for 
single manager treatment. 

Of these four single manager agencies, the medical agency is the most 
advanced, in the sense that it covers a somewhat wider range of sup- 
ply functions. Unlike the other single manager agencies, it enters into 
the function of requirements computation and thus has an opportunity 
to effect savings through reducing unrealistic estimates of needs on the 
part of user agencies. 

The clothing and textile supply agency has made the greatest 
relative gains in view of the lack of coordination existing in this 
commodity area at the outset. 

The subsistence agency was adapted from a reasonably efficient 
market center system existing in the Army Quartermaster organiza- 
tion, but additional savings have been effected since the single man- 
agership was created. 

The petroleum agency has a reduced or modified assignment which 
does not include stock ownership or a stock fund management function. 
No important savings can be identified in the petroleum area, and there 
are still special problems of distribution which impede progress. 

Of the present commodity single manager assignments, two have 
been made to the Navy and two to the Army. Each service has one 
single manager assignment for service functions—the Army for traffic 
management in the United States, the Navy for ocean transportation 
and the Air Force for air transportation. 

The Air Force organization for supply can be adapted for com- 
modity single manager assignments, but it does not appear that the 
Air Force is seeking any such assignments. One assignment, for 
photographic equipment and supplies, was made to the Air Force in 
1956, but the plan was never placed into operation and in 1959 it 
was canceled. 

The only new categories presently under consideration for single 
manager treatment by the Department of Defense are within the 
larger area of general supplies. This area extends into the kinds of 
supplies handled by the General Services Administration, which pre- 
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sents additional complications. Moreover, the basic Department of 
Defense policy directive restricts the single manager pattern to cate- 
gories of supply items common to the services and to the civilian 
economy. If this restriction remains, the plan already may have begun 
to reach the limits of its usefulness. 

The single manager program is not as broad as single service pro- 
curement, which comprises about 70 percent of the annual dollar pro- 
curement of the military departments. In single service procurement, 
however, one military service performs only the procurement functions 
for all three services, usually without the jointly staffed agency and 
without the integrated distribution that are features of the single 
manager plan. Single service procurement also includes so-called 
technical items, not common to civilian needs but produced only for 
military requirements. 

Various studies have been made to determine the value of single 
managers and to plan for further integration of military supply 
systems. A permanent analysis staff to conduct these studies has 
been made a part of the Armed Forces Supply Support Center, created 
in 1958. These studies and the work of the center have not yet 
developed a pattern or plan which would hasten supply integration 
on a broad front. Progress in study of service functions suitable for 
single agency management also has been slow. 

The single manager plan itself is not of value unless it contributes 
to efficiency and economy and assists in integrating more of the supply 
functions which are duplicated in the military services. As a plan, 
it has worked where applied, but it has met resistance in proposed 
new areas of application. 

The single manager plan has shown that definite economies can be 
realized even with its present limited application. 

Present savings are estimated conservatively by the Department of 
Defense to include: 

(1) Reduction of 600 personnel in the medical, subsistence, 
and clothing and textile agencies at an estimated annual payroll 
reduction of $3 mullion. 

(2) Concentration of stocks in fewer storage locations and 
reduction of 4 million square feet of storage space. 

(3) Net savings of $2.3 million resulting from consolidation of 
inspection and test facilities. 

(4) A “drawdown” of $87 million in inventory stocks, derived 
from filling current needs out of existing stock, which created 
excess cash in single manager stock funds for use in other areas. 

These specifically identified savings are considerably less than the 
total savings cited in the testimony and other information provided 
by the individual agencies. The difference reflects a difference in 
interpretation as to what savings are directly attributable to the 
integration of offices and functions, which is the principal benefit of 
the single manager program. 

How far the plan can be extended, and what new forms of organi- 
zation would be demanded by extended application, are problems yet 
to be solved. These problems are within the policy control of the 
Assistant Secretary of Defense (Supply and Logistics), the Honorable 
Perkins L. McGuire, and the subcommittee believes that Mr. McGuire 
and his associates are giving them conscientious and careful attention. 
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FINDINGS AND RECOMMENDATIONS 


The subcommittee finds that modest but identifiable savings have 
been achieved through the single manager program. Dollar savings 
attributed to the single manager agencies are estimated to be about 
$8 million per year. These savings derive largely from reductions in 
personnel, storage space, inventory levels, and transportation. 

Little or no savings are associated with the petroleum single man- | 
ager agency, which is the least integrated of the four commodity single | 
manager agencies. 

A substantial element of savings, which cannot be measured pre- | , 












































cisely, and is not included in the savings estimate of $8 million, inheres 
in the simplified distribution systems of the single manager agencies, . 
This realinement of distribution has reduced long hauls, cross hauls, | : 
and back hauls by decreasing the number of supply depots handling | 
single manager commodities and by filling the needs of all three mili- 

tary departments from the same depot in an assigned area. 

The savings potential in established single manager agencies is by 
no means exhausted. Further economies can be realized through 
more effective procurement, standardization, inventory management 
and distribution, provided the single manager agencies have continued 
top level Department of Defense support, full cooperation from the 
using agencies, and the authority necessary for effective performance. 

An important step in increasing the effectiveness of the single 
manager agencies is to authorize their participation in requirements 
determination. 

(1) The subcommittee recommends that the existing single manager 
agencies be strengthened to gain maximum savings and efficiency in 
performance. The agencies should be authorized to participate actively 
wn the process of military requirements determination and should be 
ae additional supply management responsibilities as experience 

uctates. 


The subcommittee finds that the single manager plan has been 
slow in formulation and limited in application. Feasibility studies 
for this type of operation began with the Alameda Supply Support 
Test in 1951; the single manager assignments were not made until 
1956; only four commodity areas and three service functions (in the 
transportation field) have been assigned to single agency manage- 
ment; one assignment to the Air Force has been withdrawn; only 
one additional area, general supplies, is actively under consideration 
for one or more single manager operations. 

While military representatives are ready to claim benefits from 
the single manager program in operating economies, efficient per- 
formance, and customer satisfaction, they gre less ready to recommend 
extension of the program to new commodity areas. 

The subcommittee accepts in good faith the declaration by repre- [| t 
sentatives of the Secretary of Defense that the single manager plan 


~~ > © A ee 


SS et 


0 
is an effective instrument for supply integration and will be extended a 
whenever justified. Careful study is required to determine other d 
areas of application, but studies should not be used as a means of S 


delaying action. 
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(2) The subcommittee recommends that the single manager plan be 
extended to additional commodity and service areas and that selection of 
the appropriate areas be made without protracted study on a case-by-case 
basis. 


The subcommittee finds that the single manager plan is unduly 
restricted in application by the determination that only common-use 
commercial-type items are eligible for single agency management. 

Many items common to the military services but not ordinarily 
available from commercial markets appropriately might be handled by 
single manager agencies. Phase III of the Logistics Systems Study 
Project, intended as a study of supply systems for ‘“‘technical’’ military 
items, could throw needed light on this matter. Unfortunately, that 
phase of the study has been temporarily discontinued. 

(3) The subcommittee recommends (a) that the basic single manager 
policy directive be revised to provide that non-commercial-type items be 
made eligible for single agency management, and (6) that the study of 
“technical” items be completed and directed to provide data for evaluating 
single manager potentials in technical commodities. 


The subcommittee finds that weapon system procurement poses a 
challenge to the economy measures associated with standardization 
and single agency management of commodities. Supplies which 
otherwise might be suitable for procurement and distribution through 
the single manager plan now are handled in many cases as part of the 
weapon system package supplied by private contractors. 

(4) The subcommittee recommends that the Secretary of Defense make 
an evaluation of weapon system procurement to determine whether 
particular items or subsystems can be broken out and standardized for 
separate handling by single managers or other single service arrangements. 


The subcommittee finds that there was inordinate delay on the 
part of the Department of Defense in taking 3 years to consider 
whether the single manager assignment for photographic supplies 
and equipment to the Air Force was well- or ill-advised. The inde- 
cision at the Department of Defense level was matched by Air Force 
unwillingness to accept the assignment. 

Presently the Air Force, with more personnel than the Navy and 
more dollars to spend than either of the other two services, supports 
no commodity single manager agency and hence contributes little or 
ae to administrative expenses or managerial competence in this 

eld. 

Air Force disinterest in single agency management is due largely 
to emphasis on weapon system management and the peculiar features 
of its own supply organization. Preoccupied with high-cost aircraft 
and missiles procured as complete weapon systems, the Air Force 
depends for its common supply support largely on the Army, General 
Services Administration, and local purchase arrangements. 

(5) The subcommittee recommends that the Secretary of Defense deter- 
mine, on the basis of the standardization data derived from the Accelerated 
Item Reduction program, whether any or all of the photographic supplies 
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and equipment category is suitable for single manager assignment (pos- 
sibly to a military department other than the Air Force). 

(6) If the Secretary of Defense determines that a single managership 
is not justified for photographic supplies and equipment, the subcommittee 
recommends that consideration be given to making the commercial-type 
items in this category, such as projection equipment, still cameras and 
film, a supply responsibility of the General Services Administration. 


The subcommittee finds that while the Navy is the single manager 
for petroleum supplies, the Air Force is the chief consumer, dollarwise, 
its consumption consisting largely of jet fuel and aviation gasoline, 
The Navy. believes it received the assignment because of its greater 
experience in procuring and handling a variety of fuels, its previous 
record of large-volume management, and the close relationship be- 
tween petroleum and the transportation facilities provided by the 
Navy-managed Military Sea Transportation Service. 

The petroleum single manager, in any case, is prevented from achiev- 
ing additional savings in personnel, inventories, and installations by 
lack of authority to “own” wholesale stocks and to perform certain 
other supply management functions. Lack of ownership, in contrast 
to the position of the other single managers, is due to Air Force insist- 
ence that it retain ownership of its reserve stocks. 

The unified commands overseas have succeeded in achieving a larger 
measure of integrated control over petroleum stocks than obtains 
among the service supply systems for petroleum in the continental 
United States. The coordination control exercised by the single man- 
ager agency does not appear to achieve the desired degree of integra- 
tion of petroleum distribution systems. Savings in the other agencies 
have stemmed from such integration. 

In the subcommittee’s view a renewed, extensive effort should be 
made to achieve more of the benefits of single agency management 
in the petroleum commodity area. Recognizing the concern of each 
military service for adequate and timely supplies of this vital com- 
modity, the subcommittee believes that effective action can be taken 
to effect economies while fulfilling adequately the needs of all using 
services. If progress along this line is not made within a reasonable 
time, the subcommittee believes that consideration should be given 
to a transfer of responsibility to the Air Force, which is the largest 
“customer” for petroleum supplies and which presently has no single 
manager assignment in any commodity area. 

(7) The subcommittee recommends, in keeping with the first recom- 
mendation for strengthening the existing single manager agencies, that 
Military Petroleum Supply Agency control over stock inventories be ex- 
tended, if not to ownership, at least to the degree of integration and control 
existing in the unified commands overseas. 

(8) If progress in accord with recommendation No. 7 is not made 
within a reasonable time, the subcommittee recommends that considera- 
tion be given to transferring single manager responsibility from the Navy 
to the Air Force which has the largest dollar expenditures in the petroleum 
commodity area. 
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The subcommittee finds that single agency management, as pres- 
ently conceived, is not the only, or even the most important, method 
of military supply integration, and the subcommittee does not insist 
that this method be pursued to the exclusion of other worthwhile 
programs for supply management improvement and operating econo- 
mies. In fact, the single manager plan itself is uniform only in basic 
outline and varies in actual operations. In organizational locus, com- 
modities procured, storage and distribution patterns, and in other 
respects, each single manager agency differs from the others. 

Considering the large reservoir of commodity and service functions 
still separated, the often cited but yet unrealized opportunities for 
common supply and servicing in many fields of military endeavor, 
and the varied command organizations requiring supply support, the 
single manager plan should find many new uses and adaptions. Flex- 
bility is demanded by the fact that the unified and specified com- 
mands of the Armed Forces are organized on a functional as well as 
a geographical basis, and integrated supply support programs will 
have to be devised for these commands. 

(9) The subcommittee recommends that the Secretary of Defense con- 
sider adapting the single manager plan to new uses, such as supply 
integration on a functional and geographical as well as a commodity 
basis. 





The subcommittee finds that the Office of the Secretary of Defense 
was well advised to establish, and ill advised to discontinue, even 
temporarily, a study program which sought not only to evaluate the 
single manager agencies and opportunities for extension of the single 
manager concept, but to consider an “‘ultimate’”’ plan of organization 
which would give a broader and more stable form of organization to 
military supply operations and management. 

The problems posed by the Department of Defense Reorganization 
Act of 1958 are given as justification for discontinuance of the study. 
The subcommittee believes that this study should be completed in 
the context of the supply implications of the Reorganization Act. It 
does not follow, however, that individual single manager assignments 
need be withheld until the whole study is completed. 

(10) Zhe subcommitiee recommends a resumption of studies under 
Phase IV of the Logistics Systems Study Project aimed at development of 
an ultimate plan for Department of Defense supply organization. 





The subcommittee finds that the military departments have varying 
local purchase regulations and procedures and differ in their use of 
General Services Administration facilities and resources. The 
progress made in military use of the civilian agency has been dis- 
appointingly small and the working relationships between them have 
not been altogether healthy despite a decade of coexistence. 

(11) The subcommittee recommends (a) that the Department of Defense 
make a renewed effort to establish satisfactory working relationships with 
the General Services Administration, (b) that uniform procedures for 
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military use of General Services Administration supply facilities and 
resources be developed, and (c) that the Secretary of Defense determine 
whether all or part of the category of general supplies shall be made a 
commodity area for military single managership or be assignel to the 
General Services Administration for procurement and (possibly) 
distribution. 













The subcommittee finds that there is little if any direct liaison 
between the single manager agencies and the Office of Civil and 
Defense Mobilization despite the likelihood that in a war emergency 
the large inventories of subsistence, medical, and clothing supplies 
controlled by the single managers would be needed for civil defense 
as well as military purposes. 

Furthermore, while beginning efforts have been made in the pro- 
tection and dispersion of petroleum stocks, no attempt has been made 
to decrease the vulnerability of subsistence, medical, and clothing 
supplies. 

(12) The subcommittee recommends (a) that immediate steps be taken 
to plan for protected storage of subsistence, medical, and clothing supplies 
aa (b) that the Department of Defense and the Office of Civil and Defense 
Mobilization establish an effective working relationship for interchange of 
information on reserve stocks and on civil defense planning measures for 
their use in the event of a national emergency. 










































I. Tue SincteE MANAGER PLAN 


BACKGROUND OF THE PLAN 


The single manager program of the Department of Defense was 
officially promulgated January 31, 1956, by Department of Defense 
Directive 5160.12. The primary objectives of the plan were said to 
be: (1) to eliminate duplication and overlapping of effort between and 
among the military departments; and (2) to improve the effectiveness 
and economy of supply and service operations throughout the 
Department of Defense. 

These objectives, of course, were not new; they had been expressed 
many times before in departmental directives. The immediate 
occasion for introducing the single manager plan at that time was a 
reawakened controversy over a ‘fourth service of supply,” a concept 
put forth during the long debate leading to the National Security Act 
of 1947. 

Some early advocates of a unified Military Establishment had 
envisioned a single department comprising the three military services 
and a fourth service to perform supply functions.* 

In 1955, the Second Hoover Commission revived this proposal by 
recommending that a civilian-staffed Defense Supply and Service 
Administration be created within the Department of Defense to 
perform common supply and service functions.° 

4A “Director of Common Supply and Services” within a single defense department was proposed in 
behalf of the Army by Gen. Joseph T. McNarney at hearings before the Select Committee on Postwar 
Military Policy (W oodrum committee), 78th Cong., 2d sess., April and May 1944. A similar plan again 
was sponsored by the Army in a proposal of Lt. Gen. J. Lawton C ollins, as Chief of Staff of the Army 
Ground Forces, presented to the Senate Committee on Military Affairs. Gen. Dwight D. Eisenhower 
ee eas with the reorganization outlined by General Collins. (Hearings on S. 84 and S. 1482, 


‘Commission on Organization of the Executive Branch of the Government, Business Organization of 
the Department of Defense, June 1955. 
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The Department of Defense took steps to avoid the “disruption” 
which it feared the Hoover Commission proposals might entail. Its 
lanning began early in 1955, even before the Commission or task 
orce reports were filed, and by August 1955, the single manager plan 
was presented to the Under Secretaries and materiel Secretaries of the 
military departments. 

As it was developed, the plan seemed to embody suggestions from 
various segments of the Hoover Commission findings and recom- 
mendations other than the one pertaining to the fourth service 
arrangement. ‘The Commission’s report on food and clothing, for 
example, had recommended that in each of those commodity areas 
“some central agency” designated by the Secretary of Defense should 
handle all purchases, inventory records, warehousing, distribution to 
users, and related supply functions.® 

The thrust of the Hoover Commission recommendations, taking note 
of criticisms voiced earlier by the Committee on Government Oper- 
ations,’ was this: Piecemeal efforts at military supply coordination 
reflected in joint and single-service procurement assignments, limited 
cross-servicing and the like, were not enough. Substantial economies 
would be realized only if a broader range of supply functions, to 
include storage and distribution as well as procurement, were brought 
under single agency control. 

The single manager plan accepted, with some modifications, the 
Hoover Commission recommendations as they applied to selected 
commodity areas; it rejected the more embracing recommendation 
that a single agency be established to perform all supply and service 
functions common to the military services. 


A COMPROMISE SOLUTION 


In essence, then, the single manager plan was a compromise solu- 
tion. It balanced congressional and Hoover Commission demands 
for more integrated supply operations against the preference of the 
military departments for separate supply organizations and the pre- 
vailing military doctrine that each department must control its own 
supply amu for effective performance of military missions. 

The professed aim of the single manager plan, reflecting this com- 
promise, was to create a “substantially different yet manageable” 
organization pattern, with minimum disruption of existing practices 
and maximum use of existing resources. ‘The distinctive feature of 
the plan was to vest in a single department responsibility for procure- 
ment, stock maintenance and distribution of a selected commodity 
for all military users. Until then, single service responsibility had 
been limited to the procurement phase. 

Indeed, the technique of single service procurement had been known 
and used for at least a decade. Cooperation in procurement began 
between the Departments of War and Navy during World War II. 
As a result of a 1945 study initiated by the Secretary of the Navy 
and the Under Secretary of War,’ increased coordination was effected 





* Commission on Organization of the Executive Branch of the Government, Food and Clothing in the 
Government, April 1955. 

1 See H. Rept. No. 658, 82d Cong., Ist sess.; H. Rept. No. 1994, 82d Cong., 2d sess.; and H. Rept. No. 2330. 
82d Cong., 2d sess. 

§“Coordination of Procurement between the War and Navy Departments,” final and interim reports, 

repared at the direction of the Secretary of Navy and the Under Secretary of War, by Col. William H. 

raper, Jr., GSC and Capt. Lewis L. Strauss, USNR, February 1945. This report is hereinafter referred 
to as the Draper-Strauss report. 
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for medical supplies, clothing and textiles, fuels and lubricants, and 
small boats and marine engines. Effective coordination of subsist- 
ence procurement was noted at that time, and other areas were con- 
sidered for increased degrees of coordination. These commodities 
and the joint or collaborative arrangements set up for them were 
further studied and coordinated by the Munitions Board after it 
received the responsibility under the National Security Act of 1947 
for planning for the greatest practicable number of single service 
procurement assignments.® 

Except for occasional and limited cross-servicing arrangements, 
however, service cooperation did not extend to distribution. Pro- 
cured supplies were channeled into separate service depots and ware- 
houses, frequently resulting in wasteful duplication of common stocks 
and unnecessary transportation costs through longhauls, backhauls, 
and crosshauls of supplies shipped by each service to its own users. 

Although the Department of Defense reported to the Bonner sub- 
committee of the Committee on Government Operations early in 
1952 that 75 percent of the defense procurement dollars were handled 
through single service or joint procurement, the subcommittee recog- 
nized clearly the economy potential of further supply integration and 
pressed for an extension of the single service assignment to the distribu- 
tion phase.”® 

EARLIER FEASIBILITY STUDIES 


The Munitions Board, created by the National Security Act of 1947 
and charged with supply management responsibilities at the Depart- 
ment of Defense level, set the stage for this extension. Its Supply 
System Study Project, commenced in August 1951, specifically directed 
the following: 


Priority study shall be given to the feasibility of assigning to 
a single military department the responsibility for procure- 
ment, distribution, including depot storage and issue for 
classes of common items of supply and equipment, and depot 
maintenance of such equipment. Medical supply items 
shall be the first category to be studied." 


A tentative list of 17 categories was drawn up and priority given 
after medical supplies to automotive supplies and subsistence. The 
medical category took first place probably because it was so exten- 
sively studied (some 10 or 12 studies in this area had been identified), 
it was a small and fairly compact segment of military supply, and it 
had a history of reasonably good service cooperation in procurement. 
Moreover, the crisscross transportation of medical items by separate 
service depots, which could be avoided by making one depot supply 
all military users in a given area, was glaringly evident.” 


* National Security Act of 1947, Public Law 80-253, sec. 213(c) (3). 

10 Hearings, Federal Supply Management, February-March 1952, 82d Cong., 2d sess,, p. 239; H. Rept. 
No. 2330, 82d Cong., 2d sess. 

See hearings on Federal Supply Management, subcommittee of the Committee on Expenditures in the 
executive departments, 82d Cong., 2d sess., June-July 1952, p. 165. 

2 An example cited by the Committee on Government Operations was that naval activities at Pensacola, 
Fla., drew medical supply support from a Navy depot at Edgewater, N.J.—over 1,400 miles distant, despite 
the fact that the same supplies were stocked at the Army depot in Atlanta, Ga.; and similarly the Arm 
operations at Fort Dix, N.J., received medical —— from the Army depot at Schenectady, N.Y., althoug 

avy stocks were located at the nearby Navy depot in Edgewater. See H. Rept. No. 2330, 82d Cong. 
2d sess., and H. Rept. No. 658, 82d Cong., ist sess. 
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The Munitions Board decided, with the encouragement and support 
of the Bonner subcommittee, to study the feasibility of procurement, 
depot maintenance and distribution of medical supplies through a 
single department by making an actual field test. 

The 6th Army area was chosen as the test site. The Army medical 
depot at Alameda, Calif., was assigned responsibility, for a 6-month 
test period, for buying, storing, and distributing medical-dental sup- 
plies and equipment for its own customers and for Navy fleet require- 
ments in the Pacific, including shore and oversea activities, while the 
Navy’s medical depot nearby at Oakland was put on a standby basis. 

The Alameda Supply Support Test was proposed in August 1951, 
formally initiated at the end of December 1951, placed into full 
operation on March 1, 1952, and continued for 6 months until August 
31 of that year. The joint operation was ordered to continue until 
further instructions were received from the Department of Defense. 
The test program was disestablished formally in November 1954. 

The dedarie and slow progress attending this test, stretching over a 

eriod of several years, was criticized by the subcommittee under Mr. 
Riehiman’s chairmanship.” The Riehlman subcommittee reported 
the findings of the study group that the test was successful in demon- 
strating that more than one military service could be served and 
economies realized by single agency distribution as well as procure- 
ment in the medical supply field. The study group recommended 
that the joint procurement agency for medical supply be replaced by 
a material agency having broader jurisdiction and responsibility for 
all phases of medical supply activities. 

the Army, which had charge of the depot operations at Alameda, 
regarded the tested concept as a “radical departure from the orthodox” 
but approved its full application to the medical supply area. The 
Navy looked upon it as “one step nearer a single supply service” and 
registered strong objections. The Air Force took exception to specific 
recommendations, particularly in the matter of requirements deter- 
mination." 

The Riehlman subcommittee expressed the hope that each class of 
commonly used commodities would not be subjected to such detailed 
and time-consuming study as occurred in the Alameda case. It 
observed that the Munitions Board had done sufficient research and 
analysis to enable the Secretary of Defense to order other categories 
of supply under single agency control.” 

After the Alameda Supply Support Test, nothing more was done in 
this field until the Hoover Commission, endorsing the findings of the 
Alameda study group, and emphasizing duplication and wasteful 
effort in many aspects of supply operations, proposed a new agency for 
common supplies and services separate from the three military de- 
partments. The single manager plan, countering the threatened 
“disruption,” planted the single manager agencies deep in the depart- 
mental organizations.'® This would serve to prevent their extraction 
into a fourth service and at the same time could be represented as 
using the existing skills and experience of the military departments 
in the supply field. 

4H. Rept. No. 857, 83d Cong., Ist sess., pp. 10-11, 
4H. Rept. No. 857, 83d Cong., Ist sess., p. 12. 
4 Tid, p. 13. 


18 As late as sqrt 1958, President Eisenhower referred to the “possible disrupting effects” of a separate 
supply service. . Doc. No. 366, 85th Cong., 2d sess, 


59021°—59 H. Rept., 86-1, vol. 11——-14 
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The allocation of selected commodity and service functions to single 
managers in the departments insured that basic departmental supply 
organizations would remain intact; also it served to keep the Office of 
the Secretary of Defense out of “operations,’’ comforting those who 
feared such intrusion through a separate supply agency above or on a 
par with the military departments. 













THE SERVICE SECRETARY AS SINGLE MANAGER 





The single manager plan took heed of the three-department struc- 
ture by designating the Secretary of the military department with 
the predominant interest in a selected commodity as the single man- 
ager for that commodity. 

To get some measure of uniformity among the departments in 
carrying out the responsibility for single manager assignments, the 
plan called for the formation of an operating agency and the designa- 
tion of an executive director by the Secretary. Originally, an ad- 
ministrative committee also was formed for each agency, comprising 
representatives of the three military departments, to give advice and 
assistance to the executive director. These committees were 
abolished, however, in a general move in August 1958 by the Secretary 
of Defense to reduce the number of committees within the Depart- 
ment. 

For each commodity area selected, the single manager was to 
direct, through the executive director and the agency, the sequence 
of supply functions from net requirements computation through pro- 
curement, inventory, and distribution at the ‘wholesale’ level. 
Stock funds were to be used in effecting these transactions. 

Related supply functions in the commodity areas, such as cataloging 
and standardization, inspection and quality control, and maintenance 
and repair, also were regarded as suitable for inclusion in the functions 
assigned to single managers. Initially it was thought also that the 
single manager might effect some coordination of research, but 
separate service prerogatives in research and development have 
prevailed. 

As will be noted in the examination of the specific single manager 
agencies, the functions that were assigned were not the same for all 
agencies. 










































DELEGATION OF SINGLE MANAGER RESPONSIBILITY 





The manner of delegating the single manager responsibility has not 
contributed to the uniform organizational pattern originally intended 
for single manager operations. 

In the Army, the authority for the two commodity single manager 
assignments has been delegated to the Quartermaster General, who 
selects the executive directors with the approval of the Secretary of 
the Army and the Secretary of Defense. These two agencies, for 
subsistence and for clothing and textiles, are thereby made part of 
the Quartermaster organization. The executive director of the Mil- 
itary Clothing and Textile Supply Agency has a dual capacity as 
depot commander, Philadelphia Quartermaster Depot. In the case 
of subsistence, the agency was created merely by setting up a new 
headquarters for the Quartermaster Market Center System at 
Chicago. 
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The Army’s responsibility for military traffic management (a single 
managership for “service’”’) has been delegated to the Chief of Trans- 
portation, and therefore the Military Traffic Management Agency is 
a part of that technical service. 

In the Navy, the commodity single manager agencies for medical 
material and petroleum are, in accordance with the Navy bilateral 
command and administrative structure, under the military command 
and administration of the naval district commandants, the manage- 
ment control of the Bureau of Supplies and Accounts, and the tech- 
nical control of the Bureau of Medicine and Surgery in the case of 
medical supply, and of the cognizant bureaus and offices in the case 
of petroleum. 

The Navy’s single manager assignment for ocean transportation 
was effected merely by making the commander of the Military Sea 
Transportation Service, ® major command in the Navy, also the 
executive director of the single manager “agency.” 

In the Air Force, the commander of the Military Air Transport 
Service, a major command, likewise was given the additional title of 
executive director, and the command was designated as a single 
managership for air transportation. 

No commodity single managerships have been established in the 
Department of the Air Force, but testimony indicates that one of the 
air materiel areas would be used as a single manager agency, since 
the Air Materiel Command has delegated all operating functions to 
the air materiel areas. 


REQUIREMENTS COMPUTATION 


The autonomy of the military departments was carefully preserved, 
not only in the organizational pattern of single manager assignments 
to the department heads, but in the functional area of determining 
requirements. ‘This is a sensitive area in which service prerogatives 
are jealously guarded; requirements determination establishes what 
the military services need and want. It is crucial, too, for supply 
management, being the starting point for new procurement, the 
accumulation of stocks, and the generation of excesses. 

Since the single manager is not empowered to compute or modify 
the program requirements of the military departments, his role in 
requirements determination is a limited one. It is his job to collate 
the service program requirements and compute a net total. In this 
way he can schedule procurement more effectively, after determining 
that requirements cannot be met from existing assets. 

Secretary of Defense Wilson made it clear in a memorandum of 
January 31, 1956,” to the three department Secretaries that respon- 
sibility for program requirements would continue with the individual 
services. ‘The single manager merely was to keep himself informed 
on those requirements and the assumptions and computations on 
which they were based. If requirements at any time seemed inflated 
to the single mar.ager, he could comment but not modify. 

The only significant exception is the degree of participation of the 
Military Medical Supply Agency in service requirements computa- 
tion. The executive director of that agency calculates wholesale 


Hearings, ‘‘Military Supply Management (Single Manager Agencies),” May 25 and 26, 1959, 86th 
Cong., ist sess., appendix A, p. 272. Hereinafter cited as ‘‘ Hearings.” 
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peacetime operating requirements, based upon gross mobilization 
requirements data and retail assets data provided by the military 
services. '® 

A survey team of the Department of Defense found in 1957 that 
use of the medical single manager’s facilities for computation of re- 
quirements by the three departments, whose inventory control offices 
are located nearby, improved requirements planning and produced 
important economies by cutting down the number of planning per- 
sonnel. The steering group of the Logistics Systems Study Project, 
recommended that the experience of the medical agency be extended 
“as fully as practicable” to the other single manager agencies.’ Some 
progress in the requirements area also was noted in the case of the 
clothing and textile agency. 

The subcommittee was advised at the hearings that the require- 
ments planning personnel of the three military departments in the 
clothing and textile field now are housed nearby the single manager 
agency.2° General Anderson, the executive director, stated his view 
that the single manager agencies should be responsible for determin- 
ing requirements, since it is their responsbility to furnish the items 
demanded by the services. He expressed the hope that his agency 
could develop the demand data upon which service requirements 
would be based. He anticipated that within a very few years his 
agency would compute service requirements and submit them to the 
services for validation. However, he objected to single manager 
inspection or management of stocks at the level of posts, camps, and 
stations. 

The subcommittee recognizes that, given the organizational arrange- 
ments that have been devised for single manager performance and 
the strong resistance by the military services to interference with 
their requirements determinations, extension of the single manager 
role in this area will be difficult. Nevertheless, the single manager 
agencies are, or will become, the major repositories of experience 
in the handling of their commodities, and they should be increasingly 
able to lend management talents and valuable experience to the 
effective solution of requirements problems. 


INVENTORY MANAGEMENT 


To help the single manager achieve supply management objectives, 
he is made the “owner” and distributor of “wholesale” stocks. The 
single manager is deemed to “own” an inventory of commodities 
when it is centrally stocked and accounted for by a separate stock 
fund. Distribution is “wholesale” in the sense that the single manager 
controls and ships bulk quantities of supplies to ‘‘retail’”’ users at posts, 
camps, and stations and other points who pay for the commodities by 
a bookkeeping transfer of funds from service stock funds to the appro- 
priate stock fund divisions of the single manager agencies. 

The stock fund is regarded as an essential part of the single manager 
plan, although other supply management techniques do not depend on 
such funding arrangements. Experience shows that stock funding is 
not an unmixed blessing since it has some disadvantages and inflexi- 
bilities. A smooth flow of transactions from buyer stock fund to seller 

1# Hearings, pp. 16 and 177. 


1* Hearings, appendix D, p. 536, 
* Hearings, pp. 126, 128. 
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stock fund presupposes that each service funds its total inventory in 
a uniform way. ‘This degree of uniformity has not yet been achieved. 

Moreover, in considering new commodity groups for single manager 
treatment, it is possible for a service that opposes an assignment to 
complicate the final decision by funding its stock differently than do 
the other services. This occurred in the case of the photographic 
supply assignment which the Air Force opposed, and which ultimately 
was withdrawn. 

A separate problem is created for retail military users when the 
performance of assigned missions requires the use of additional sup- 
plies for which stock fund credit or resources are insufficient. 

In the commodity areas under single agency management, there 
have been significant reductions in accumulated quantities of supplies 
labeled ‘economic reserves,” ‘‘contingency reserves,” and ‘‘excesses,”’ 


all of which are over and above the peacetime operating stocks and 
mobilization reserves. Since there has been a general program to 
reduce inventories, it is difficult to measure the precise contributions 
of single manager agencies. The claims of the Department of Defense 
for the accomplishments of the single manager plan, however, appear 
to be moderate and well-grounded. 


DISTRIBUTION AND STORAGE 


Distribution systems have been simplified by the reduction of stock 
points for supplies. In the medical supply field, the stock points were 
reduced from 19 to 12; the clothing and textile agency plans to have 
13 stock points, whereas formerly clothing was stocked at all 58 stock 
points of the military services. 

In the subsistence field, the distribution system was simplified by 
promoting direct port shipment of some items for overseas areas and 
the use of the Navy’s Cheatham Annex as a shipping point for Europe 
in lieu of the port of New York. 

Although the petroleum agency does not own stocks or control 
depots, it was instrumental in effecting the elimination of at least one 
duplication of Air Force and Navy depot storage in Florida. A cross- 
servicing agreement was reached whereby the Navy stored fuel 
acquired by the Air Force. 

Long hauls, back hauls, and cross hauls, generated by separate 
depot systems for each service, theoretically are eliminated for the 
commodities under single agency management. Any stock point 
within a given geographical area, for the class of commodities assigned, 
can fill the orders of any retail user, regardless of service. This is a 
significant, even if belated, step forward. 

How much of the reduction in storage space can be attributed to 
single manager agencies? Since 1955 an estimated 27.1 million square 
feet of military storage space have been eliminated, and further re- 
ductions ranging between 15 and 25 million square feet may be 
achieved through fiscal year 1962. Of this amount, 4 million square 
feet are identified with the single manager program. ‘Thus, if the 
total reduction approaches or exceeds 50 million square feet by 1962, 
the single manager program will have contributed about 8 to 10 
percent of this reduction. It may be noted, in this connection, that 
the Hoover Commission estimated that the military services were 
using 170 million square feet more of storage than would be required 





18 MILITARY SUPPLY MANAGEMENT 


by proper inventory control and other supply management improve- 
ments. 

In summary, savings specifically attributed to the single manager 
program have been modest; distribution systems for assigned com- 
modities have been simplified by reducing the number of stock points 
and the storage space required; and some progress has been made in 
other phases of supply operations and management. 


Il. Tae Mruirary Mepicat Suppty Agency 
The Military Medical Supply Agency (MMSA) is regarded as the 


“model” single manager agency. Not only does it carry on all the 
procurement in its commodity area, but it has the greatest effect on 
requirements computation, and it owns and manages a proportionately 
larger share of inventory stocks of its commodity area than do the 
other single manager agencies. Closer adherence to the original 
concept of the single manager plan appears to have produced favorable 
results. 
BACKGROUND OF THE AGENCY 


Action to create MMSA was initiated in May 1956 by Department 
of Defense Directive 5160.16. The former joint procurement agency 
under Army administration was disestablished, and MMSA was 
established within the Navy Department. The new agency, occupied 
with the transfer and capitalization of medical stocks, was not acti- 
vated until January 1, 1957. 

MMSA’s relatively favorable position in the single manager scheme 
is due to a history of coordinated or joint procurement in the medical 
supply area and the pioneering extension of joint action in this com- 
modity area to the distribution phase, which occurred in the Alameda 
supply support test program. 

Coordinated procurement of medical supplies dates back to an 
Army-Navy Medical Procurement Office established in 1945, following 
the recommendations of the Draper-Strauss study. In 1949 the 
Armed Services Medical Procurement Agency (ASMPA) was estab- 
lished as a joint procurement agency for the Army, Navy, and Air 
Force. 

The first Hoover Commission in 1949 recommended a complete 
unification of all civilian and military medical services of the Federal 
Government, including supply activities, but no action was taken to 
place this recommendation into effect. 

During 1951-53 the medical supply area was selected for the Ala- 
meda test and, as noted earlier, was the subject of investigations and 
reports by the Bonner and Riehlman subcommittees. 

In 1955, with the congressional findings and the Alameda test data 
before it, the second Hoover Commission cited the record of ASMPA 
as evidence that ‘‘coordinated procurement of medical supplies is an 
effective method” but criticized the lack of progress being made to- 
ward the development of integrated storage and distribution in the 
medical supply area. A proposal by its task force that ASMPA pro- 
cure medical supplies for the entire Federal Government was not 
adopted as a Commission recommendation. 

The creation of MMSA in 1956 thus represented the Department 
of Defense response to long-standing and persistent demands for 
greater integration of supply activities in this commodity area. 
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ORGANIZATIONAL ASPECTS 


During this period of organizational changes, attention also was de- 
voted to the medical supply area by the three Surgeons General, who 
have a professional interest in working together. This interest no 
doubt was helpful in establishing the Armed Forces Medical Material 
Coordinating Committee (AFMMCC), which is comprised of repre- 
sentatives from the offices of the three Surgeons General.” 

The executive director of MMSA indicated to the subcommittee 
that MMSA and the AFMMCC work together closely in specifications 
and standardization work, a factor apparently contributing strongly 
to the success of MMSA. Not only are new items rapidly introduced, 
but items of local purchase are brought under control management 
on the recommendations of the committee. 

The bilateral chains of military and administrative command in 
the Navy cause MMSA to be “buried” in the departmental organi- 
zation. Management control of the agency is exercised by the 
Bureau of Supplies and Accounts, while technical control is exercised 
by the Bureau of Medicine and Surgery. Military command is 
exercised by the Commandant, Third Naval District. General 
policy on material is determined by the Office of Naval Material. 

Above the Navy Department three Assistant Secretaries of Defense 
(Supply and Logistics, Health and Medical, and Comptroller) have 
policy control interests. 

If MMSA competence produces trust in the organization over a 
longer period of time, it may become even more effective in achieving 
economy actions, and the time required to coordinate with all the 
officers concerned may be cut down. At present, there remains a 
potential for delay and inaction in the number of offices where objec- 
tions can be raised, both in the Navy and in the other departments. 


AGENCY OPERATIONS AND SAVINGS 


MMSA is charged with the procurement of medical supplies for 
all three military departments. The volume of this procurement is 
estimated at $68 million in fiscal year 1959. It is also charged with 
the management of medical supply stocks currently valued at $300 
million, of which more than $200 million is in mobilization reserve 
stock. 

Initial capitalization of medical supply stocks was estimated at 
about $345 million. The sizable reduction in stock inventories has 
been accomplished by filling current orders from stocks on hand, by 
declaration of excess, by moving out low value stocks, and by other 
managerial improvements. These improvements are made possible 
by the pooling of the stocks of the three services, which, for the first 
time, presented a total picture of items and stocks on hand, which 
could be issued for the needs of any service unit. 

The number of depots handling medical supplies has been reduced 
from 19 to 12. The depots, on an assigned area basis, and depending 
on the demand for an item, handle requests from any of the three 
military departments. Medical items are stocked along with other 
supplies. The only depot exclusively handling medical items is main- 
tained at Louisville, Ky. 


4! See hearings, appendix H, p. 63. 
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The use of reserve stocks and the consolidation of the depot distri- 
bution system has reduced the storage space allocated to medical 
supplies by about 760,000 square feet. Savings attributed to this 
consolidation are $390,000 annually (the cost of maintenance as 
excess space). A reduction of 173 personnel associated with depot 
operations also is cited. The estimated annual salaries of these 
personnel were $865,000. 

Cataloging and standardization work has reduced the number of 
items handled in the medical single manager system from 11,460 to 
9,300, a reduction of about 2,100, or 18 percent. There is a con- 
tinuous input of new items of drugs and chemicals into the system, 
and an outgo of superseded or less effective items. The savings 
achieved by cataloging and standardization cannot be estimated, but 
are believed to be substantial. MMSA has produced a new single 
stock catalog, designed to simplify the task of ordering from the 
system. 

Prior to the creation of MMSA, the total number of personnel 
in the military departments performing the same functions was 
about 880. The new agency was initially staffed with 724 personnel 
including 63 personnel transferred to other Navy offices. The reduc- 
tion of 156 was due to consolidation of functions and machine records, 
and reduced administrative services. The present complement of 
MMSA is 625 personnel, of whom 586 (47 military and 539 civilians) 
are at MMSA headquarters. The estimated annual salaries of the 
255 personnel spaces eliminated since the inception of MMSA were 
$1,052,000. 

MMSA headquarters are in the process of being relocated in the 
same New York area. A further reduction of 58 personnel spaces will 
be made possible by this move. The annual salaries for these per- 
sonnel were about $323,000. 

Adding together estimated personnel and storage savings from 
agency consolidations, relocation, and reduced warehousing, the 
yearly savings identified with MMSA are approximately $2,600,000. 

Contract processing time, from request to award of contract, has 
been reduced from the 90 days required by the former agency to 60 
days in 1957, and 45 days now. Only one-tenth of 1 percent of item 
requests have been found to be out of stock, and 96 percent to 97 
percent of all item requests were shipped by the date required. Sup- 
ply effectiveness, as measured by orders filled and consumer satisfac- 
tion, has thus remained as high or better than former experience, in 
spite of reductions in stocks, depots, and personnel. The agency 
filled added requirements in the Lebanon crisis efficiently and on time. 

Although the commodity area handled by MMSA is a technical and 
diversified one, distribution problems appear to have been ironed out 
by that agency. In accordance with recommendations of the Com- 
mittee on Government Operations and of Hoover Commission, the 
avoidance of backhaul and crosshaul has been given special consid- 
eration in the organization of the system. 

Rapid improvements in drugs, chemicals, and biologicals, which 
comprise more than half of MMSA’s procurement, and the relative 
lack of direct shipments from vendor to user pose special problems 
in purchasing and storing medical items for the user services. Buying 
in advance of actual needs, MMSA must exercise considerable care 
to avoid waste due to obsolescence and short shelf life. 
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Testimony presented to the subcommittee indicates that MMSA 
is dealing with these problems satisfactorily. 


CONCENTRATION OF SUPPLIERS 


The agency headquarters and the major commercial suppliers are 
located in the New York area. Suppliers in New York State accounted 
for almost 45 percent of the military medical procurement in fiscal 
year 1958. New York, New Jersey, and Pennsylvania together ac- 
counted for about 72 percent of the procurement. Eight States, as 
listed below, were the source of 92.4 percent of the military medical 
procurement in fiscal year 1958: 


Amount Percent 


New York $22, 133, 369 44.76 
New Jersey 7, 007, 346 14.17 
Pennsylvania 6, 480, 635 13. 10 
Michigan 3, 320, 244 6.71 
Illinois 2, 243, 244 4. 54 
Indiana 1, 880, 732 3. 80 
Massachusetts 1, 365, 597 2. _ 
California 1, 255, 176 2. 5 


The concentration of medical suppliers in the Northeast and the 
lack of protected storage for medical supplies pose an acute problem 
of vulnerability. Civil defense tests have repeatedly demonstrated 
that the bulk of the Nation’s medical supply producers would be 
destroyed in the event of an enemy attack on this country, and 
without dispersed, protected storage, existing stocks also would be lost. 

Due to the critical importance of medical supplies in such an emer- 
gency, the subcommittee believes MMSA should maintain a con- 
tinuous and close relationship with the Office of Civil and Defense 
Mobilization, not only for purposes of effecting measures to protect 
stored stocks, but also to assure the immediate availability of such 
stocks for civilian use in the event of emergency. Such a relationship 
between MMSA and the OCDM does not exist at the present time. 


III. Tue Miuitrary Ciotrsine AND TEXTILE SuppLty AGENCY 


The Military Clothing and Textile Supply Agency (MCTSA) prob- 
ably has had more obstacles to overcome than any of the other single 
manager agencies. Behind it is a history of inconclusive and inter- 
rupted effort at service collaboration; unscrupulous practices in some 
segments of the industry, including bribery and corruption of Govern- 
ment officials; and loose and faulty procurement procedures which 
invited such industrial behavior. 


BACKGROUND DEVELOPMENTS 


Early in 1945 the Draper-Strauss report cited the clothing and 
textile area as one having potential for savings by more effective 
procurement. Soon afterward, an Army-Navy purchasing office was 
established in New York City with the aim of coordinating the pro- 
curement of clothing and textiles. Coordination consisted largely of 
an exchange of information on market prices and conditions and in- 
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formal agreements to allocate output of common clothing and textile 
items so that needs of both services for critically short items would be 
satisfied and the market not unduly disrupted. 

In August 1950 the Munitions Board assigned procurement responsi- 
bility for certain textile fabrics to the Department of the Army. The 
assignment did not include wearing apparel or footwear. The Navy 
member of the Board objected to the assignment and submitted a 
memorandum in October 1950 stating that the military departments 
unanimously agreed that the Board should reconsider the assignment. 
The memorandum recommended cancellation of the assignment to the 
Army, except for canvas, duck, and webbing. 

At a Munitions Board meeting the following month it was agreed 
that the assignment, except for canvas, duck, and webbing, be sus- 
pended. The departmental members, in justifying the cancellation, 
stated their satisfaction with the then existing collaborative procure- 
ment arrangements. 

After investigations and critical reports by the Committee on Govy- 
ernment Operations, the Secretary of Defense instructed the Muni- 
tions Board staff to prepare a proposal for either joint or single agency 
procurement in the field of clothing, textiles, and footwear. Depart- 
ment of Defense Directive 5154.4, dated June 18, 1952, established 
the Armed Services Textile and Apparel Procurement Agency 
(ASTAPA), described as a— 


joint agency of the three military departments, subject to the 
policy direction and control of the Munitions Board under 
the management control of the Department of the Army. 


The Agency was to be headed by a directorate consisting of the 
Quartermaster General of the Army, Chief of the Bureau of Supplies 
and Accounts of the Navy, Commanding General of the Air Materiel 
Command of the Air Force, and the Quartermaster General of the 
Marine Corps, or their respectively designated representatives. The 
chairmanship of the directorate was to be selected by the group and 
rotated annually. The assigned functions of the Agency included 
procurement planning, purchasing, contract administration, inspection 
and arrangement for transportation, development of joint military or 
Federal specifications, and initiating and promoting a maximum de- 
gree of standardization. 

Objections by the Navy again were heard, this time before the 
Appropriations Committees, on the grounds that the use of ASTAPA 
would double Navy administrative costs for clothing and textile pro- 
curement Funds were denied ASTAPA by the Congress in the 1953 
Appropriation Act ASTAPA, having begun operations in October 
1952, was disestablished a year later. Thereafter, the Army continued 
to procure for the Air Force, and the Navy Department reverted to 
its former practices. Three depot systems for clothing and textiles 
continued to exist. 

The single manager agency established in 1956, MCTSA, repre- 
sents a renewed effort to grapple with the difficult problems of inter- 
service differences, faulty procurement practices, and questionable 
behavior in industry. The new agency had the benefit of investiga- 
tions and findings by both the Senate Permanent Subcommittee on 
Investigations under Chairman McClellan, and the House Military 
Operations Subcommittee under Chairman Holifield. 
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Following the investigations of our subcommittee in 1957, a series 
of findings and recommendations was made for strengthening military 
clothing procurement and supply, and the subcommittee believes that 
the Department of Defense, the Department of the Army, and MCTSA 
have conscientiously endeavored to give effect to the recommendations. 

As a means of following closely the agency efforts to take corrective 
action, the subcommittee requested the General Accounting Office 
to survey the operations of the Philadelphia Quartermaster Depot at 
which MCTSA is located. The report of the GAO is printed in the 
subcommittee hearing record.”? 


AGENCY OPERATIONS AND SAVINGS 


MCTSA is charged with the responsibility for annual procurement 
that amounted to $235 million in 1958, and $166 million in 1959. It 
also manages stock inventories valued at about $1.8 billion. 

Since the Army Quartermaster Corps was buying for the Air Force 
prior to the formation of MCTSA, the single manager operation meant 
an addition of about $70 million in annual procurement. Stocks of 
the three services were capitalized at a total of $2,007,600,000. 
MCTSA expects to reduce the total inventory to $1.4 billion in fiscal 
year 1960. 

Stocks in the duck and webbing pool are reported as reduced from 
$218.5 million in capitalized value to $188.1 million as of March 31, 
1959. 

The heavy accumulation of stocks is being drawn down by filling 
user requirements from inventories while reducing new procurement. 
“Sales” of items amounting to $333 million will be made to the three 
military services in fiscal year 1959 with only $166 million in new 
procurement. Additionally, the agency has successfully proposed the 
use of substitute textiles already in stock for some requirements. 

Other substantial amounts of stock are being withdrawn from 
inventories as excess. In fiscal years 1958 and 1959, MCTSA will 
have declared about $182 million worth of excess stocks. Single 
agency control, which eliminates concurrent buying and selling, allows 
excesses to be declared in bulk rather than piecemeal. 

In the distribution system, the number of storage points holding 
clothing and textile supplies has been reduced from 58 to 31, with a 
goal of 13 by January 1960. In place of 13 stock control points, there 
are 3, plus the national inventory control point at MCTSA head- 
quarters in Philadelphia. 

As a result of the reduction in stocks and the integration of the 
distribution system, a total of 3,800,000 square feet of storage space 
has been released, and 300,000 more square feet will be released during 
calendar year 1959. The reduction in transportation costs effected by 
the simplified traffic pattern cannot be estimated, but the cost of the 
4.1 million square feet of storage now eliminated was about $6.7 million 
per year. 

Although recordkeeping has been reduced by the reduction in in- 
ventory control points, the agency aims at a more sensitive system of 
stock management. A transceiver system connects the four inventory 
control points. Reports of low stock levels are received immediately 
over this system. 


® See hearings, appendix F, p. 599. 











24 MILITARY SUPPLY MANAGEMENT 


Better coordination on requirements has been achieved by the 
moving of the clothing and textile offices of the services to the same 
premises at MCTSA headquarters in Philadelphia. 

Cataloging and standardization work has reduced the number of 
items in the area assigned to MCTSA from 43,910 to 33,664, or about 

2 percent. This has been done not only by eliminating unnecessary 
items, but by policing the number of stock number applications for 
new items to be introduced into the supply system. MOTSA has in- 
creased the number of items used by more than one service from 3,976 
to 7,086, a 78 percent increase, thereby increasing the overall common- 
ality in the clothing and textile area from 12 percent to 21 percent. 
The subcommittee believes this represents substantial progress. 

The agency estimates a saving of $3 million over the next 4 years 
as a result of the adoption of a common dress shoe last, and annual 
savings of $3 million as a result of the adoption of the Army work 
uniform by the Air Force. 

Through a program of consolidation and of imposing stricter 
standards of quality control on manufacturers, MCTSA has reduced 
the former 11 inspection and laboratory testing facilities, costing $5.3 
million annually to operate, to 8 facilities, costing $3.8 million in 
annual operation, a saving of $1.5 million per year. 

MCTSA has reduced the contract processing leadtime from 93 days 
to 70 days, or to less than 60 days if no small business is involved. 
Requisition processing time has been reduced to 15 days. Items due 
out have been reduced from 40,000 to about 7,500. About 90 percent 
of items are shipped by the required due date. Delinquencies on con- 
tracts have been reduced from 24 percent in 1956 to 17 percent in 
1957, the first year of MCTSA operation, and to about 4 percent in 
fiscal year 1959. The agency estimates that it has reduced the accept- 
ance of items containing deviations by about 50 percent. A qualified 
bidders list has been established in an effort to improve bidder 
responsibility. 

Personnel reductions are not clearly marked in the case of this 
agency. It has never been able to determine how many personnel 
performed the same functions prior to its establishment, as a basis 
for comparison. Likewise, no estimate of personnel savings in the 
distribution system resulting from the considerable reduction of 
storage points was available. The agency was staffed with 1,689 
personnel (97 military and 1,592 civilian) in fiscal year 1957, and is 
now down to about 1,629 personnel (92 military and 1,537 civilian), 
a reduction of 60 personnel spaces. 

The economies cited by MCTSA therefore inciude $6.7 million per 
year as a result of release of excess storage space, perhaps $6 million 
per year as a result of standardization efforts, $1.5 million in consoli- 
dation of inspection and laboratory and testing facilities. In his 
testimony, the executive director cited a figure of $22 million of 
estimated savings, which includes other consolidations and reductions. 

In summary, MCTSA has had to overcome great obstacles, but 
is making constructive efforts to improve the situation it has had 
to meet. The subcommittee trusts that the progress made in such 
areas as the compilation of a qualified bidders list, the standardization 
of the dress shirt and military shoe last, and the active management 
of stocks, including the reduction of storage and the elimination of 
excesses, will be vigorously pursued in order to achieve the greatest 
possible. savings, 
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IV. Miuirary SuspsisTENcE Suppty AGENCY 
BACKGROUND OF THE AGENCY 


The single manager assignment for subsistence superseded a single 
service procurement assignment made in 1947. The Military Sub- 
sistence Supply Agency (MSSA) is an expansion of the Quartermaster 
Market Center System, which began in 1941 as an emergency measure 
for fresh produce supply. At peak wartime organization, the market 
center system consisted of 36 market centers and 11 field buying 
offices. 

The market center system was patterned after the buying practices 
of the large food store chains. Developed as an Army organization, 
it began serving the Air Force also, and this practice continued after 
the creation of the Department of the Air Force in 1947. The system 
was also used by the Navy on a voluntary basis. 

In 1953, the market center system took over all subsistence pur- 
chasing. Prior to that time, there had been one organization for 
perishables and another for nonperishables. 

Since the market center system already was quite well organized, 
it needed relatively little modification to fit into the single manager 
pattern. It now consists of the MSSA headquarters in Chicago, 10 
market centers, and 13 field buying offices. Temporary field buying 
offices are set up to take advantage of seasonal and local fruit and 
vegetable harvests. 

The changeover to single manager status began in November 1955. 
Preliminary planning started with memorandum instructions from 
the Secretary of Defense. Personnel began to be added for the Chi- 
cago headquarters in January 1956, and the new agency was in opera- 
tion April 1, 1956. The formal ‘Department of. Defense directive 
making the single manager assignment for subsistence was issued a 
month later, and the official establishment of the agency was accom- 
plished November 5, 1956. 

During this changeover period, there was no sharp break in the 
pattern of operations. The MSSA director stated, for instance, that 
the lead (processing and shipping) time for both perishable and non- 
perishable subsistence items has not been reduced since the single 
manager assignment. 

The responsibilities added by conversion to the single manager pat- 
tern included storage, distribution, inspection control, net require- 
ments computation, and stock fund administration. Because the 
Quartermaster Corps already was handling net requirements compu- 
tation and stock control for the Air Force, only Navy functions had 
to be added. The additional authority, however, permitted the 
market center system to consolidate requirements, buy g greater quanti- 
ties of items in carlot quantities, and to make other improvements in 
procurement practices. 

AGENCY OPERATIONS 


MMSA is charged with the annual procurement of about $700 
million in food requirements of the three military departments. 
Approximately half of the total is bought for direct shipment from 
vendor to retail supply points. Most items purchased are commercial 
items, except for their packaging. 
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MSSA also is charged with the management of stocks for the 
three military departments. The current value of these wholesale 
subsistence stocks is approximately $117 million, of which $73 million 
represents peacetime operating stocks, and $32 million is in mobiliza- 
tion reserves. 

The 10 market centers not only purchase, but store and distribute, 
perishable stock. They control 21 storage locations within the 
continental United States. They are responsible for receiving 
requirements from individual installations, determining net require- 
ments, determining whether direct vendor delivery or delivery from 
stock is more economical, and making delivery on the date required. 

For nonperishables, MSSA headquarters is the national inventory 
control point, and the Quartermaster Data Processing Center at 
Richmond Quartermaster Depot is the stock control point. Five 
depots handle stocks of all common-use items, including nonperishables. 


DECENTRALIZED PURCHASING 


MSSA uses negotiated procurement procedures, since subsistence 
procurement specifically is excepted from formal advertising under 
the Armed Services Procurement Act (10 U.S.C. 2304(a)(9)). Two 
methods are used: The first is the more formal procedure initiated by 
a notice of intent to purchase (NIP), and the second is sight buying of 
fresh fruits and vegetables. 

For nonperishable subsistence purchases, labor surplus area set- 
asides and small business set-asides are considered first, and then an 
NIP is sent to a mailing list of all interested purchasers. After the 
specified closing hour, the oral or written offers received are evaluated, 
transportation rates are calculated to show total delivered cost if 
necessary, and awards are made to low offerors if the prices quoted 
are deemed fair and reasonable. Preaward review by a disinterested 
contract review official is required for awards in excess of $25,000, and 
command approval is required for awards involving $100,000 or more. 

For perishable subsistence purchases of less than carlot quantities, 
the area market center determines the lowest responsible bidder and 
awards the contract. For carlot quantity purchase, a general NIP 
is issued, and interested suppliers submit offers to the nearest market 
center. After the specified closing hour, each market center transmits 
the lowest bid it received to a ‘“‘control” market center for that con- 
tract. The control market center, after evaluating the offers on a 
national basis, determines the low offerors and notifies them by tele- 
phone. It then informs the market centers nearest these bidders, 
and the local market centers prepare written purchase orders for the 
contract. 

For sight buying in terminal markets, a notice to the trade is pub- 
lished to announce the presence and purpose of purchasing agents in 
the market area. After visiting the market and soliciting offers, the 
purchasing agents make tentative oral commitments. These commit- 
ments must be approved by the contracting officer, whose approval 
constitutes award. 

In field buying, purchasing agents buy directly from growers and 
processors located in purchasing areas, 
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STORAGE CONTRACT ADMINISTRATION 


Contracts for refrigerated storage space are administered according 
to a Department of Defense commercial warehouse service plan, 
established in 1950. The 10 market centers administer these con- 
tracts, the value of which totals about $2.3 million annually, including 
commercial distribution point operations. The 238 warehouse con- 
tracts provide that in an emergency, the contractor will provide the 
Government 25 percent of his existing refrigeration space. The. 
contracts are thus a part of the mobilization capacity of MSSA. 


MOBILIZATION READINESS 


MSSA considers itself organized to operate efficiently in limited’ 
war conditions. It reports that the subsistence needs of the forces 
during the Lebanon and Formosa crises were provided efficiently and 
ontime. The executive director testified, however, that MSSA would 
have to expand in the event of a larger-scale crisis. 

As in the case of other single managers, MSSA might be called 
upon to supply the needs of other Federal agencies from its reserve 
stocks. However, it procures no items for agencies outside the De- 

artment of Defense, and it maintains no liaison with other agencies. 
Phere is no protected storage for subsistence stocks against atomic- 
attack. 
PERFORMANCE AND SAVINGS 


From the data furnished. it appears that 97 percent of nonperishable 
items requested were shipped by the required date. Supply effective- 
ness therefore has continued to be high. The system has identified 
no excess stocks since its inception in 1956, and no excesses have been 
declared. Unserviceable stocks were reduced from a value of $774,000- 
in 1956 to $248,000 in 1958. 

MSSA data indicate that the storage space allocated to it rose from 
3.1 million square feet in 1956 to 5.8 million square feet in 1957, but 
has now been reduced to 3 million square feet. This reduction was 
balanced by the use of commercial storage. The agency cites its 
improved distribution patterns and the deactivation of installations 
such as the Oakland Naval Supply Center refrigerated warehouse, 
the Auburn refrigerated warehouse, and the subsistence storage mis- 
sion of several Army depots. 

MSSA reports an estimate of annual savings in the amount of 
$3,831,000, computed as follows: 


Examples of significant savings (estimated annual) 


(a) Perishable procurement (new distribution points, carlots, mixers, 


NE Pa cic ncn easel enincee ais ea Lae ee $1, 577, 000 
(6) Reduction in personnel authorizations for wholesale subsistence 

supply functions performed by MSSA-_...--.-..----------- 1, 039, 000 
(ec) Utilization of Cheatham Annex. -............................ 723, 000 
(d) Direct port delivery of 2onperishable items_._..........-.-.--- 175, 000 
Sa A OUR. ait a, wiadtccismns eee 109, 000 
(f) Consolidation of brand-name nonperishable items_.......--.--. 108, 000 


(9) Standardization of export packing.............---.--.-.----- 100, 000. 
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The main components of the first item of savings in perishable pro- 
curement, according to MSSA, are the increase of carlot procurement 
through consolidation of Navy, Army, and Air Force requirements, 
the increased utilization of mixer carlot shipments from stock in liew 
of less-than-carlot direct vendor shipments, improved satellization 
patterns, central purchase in lieu of local purchases, and the activa- 
tion of additional distribution points. The savings are thus largely 
in transportation costs and lower item cost for quantity purchases. 
The overhead costs of the new distribution points were not provided. 

As to the reduction in personnel spaces, it is not clear whether the 
drop is due to overstaffing or a change in workload. According to 
MSSA, the Department of Defense previously authorized 1,876 per- 
sonnel to perform functions now performed by that Agency. Author- 
ized personnel as of June 30, 1959, are 1,687. Thus, from the com- 
mencement of operations in April 1956 through fiscal year 1959, 189 

ersonnel spaces were eliminated. The year-by-year figures indicate, 

1owever, that the Agency increased its personnel from 1,473 as of 
June 30, 1956, to a high of 1,742 by June 30, 1958, and that the ex- 
pected reduction for the 1959 fiscal year is 59 persons. 

While the Army central inventory control point is located nearby 
MSSA’s Chicago headquarters, the Navy’s is at Washington, D.C., 
and the Air Force’s is at Marietta, Pa. It would appear that a further 
consolidation of these offices at MSSA headquarters would not only 
achieve a savings in overhead, communications, and personnel, but 
would contribute toward more uniform treatment of this commodi ty 
area by the three Departments. 

The subcommittee notes that MSSA attributes some savings to 
central purchasing in lieu of local purchases. The testimony indicated 
that in the case of “local purchase’ food items, the Agency collects 
no information as to the economy exercised at local bases. The 
designation as “local purchase’ not only removes an item from 
central management, but usually eliminates information which would 
reveal inefliciency to a central manager. 


V. Tue Miurrary Perroteum Suppty AGENCY 


The fourth, and least developed, single manager agency, is the 
Military Petroleum Supply Agency (MPSA). It has large procure- 
ment responsibilities but limited control over the distribution of 
petroleum stocks, since “ownership” is retained by the separate 
services. Petroleum is considered by each service as too vital a 
commodity to be placed more fully under single management. At 
the same time, the benefits of coordinated action have been under- 
stood, as shown in various attempts to effect cooperative service 
efforts in this commodity area 


BACKGROUND OF THE AGENCY 


During World War II, the Army-Navy Petroleum Board (ANPB) 
consolidated requirements for petroleum and assigned to a single 
service procuring agency the procurement function for each petroleum 
product. Petroleum purchasing remained decentralized. The Draper- 
Strauss report, in January 1945, recommended continued coordination 
and the formation of a Joint Army-Navy Petroleum Purchase Agency 
(JANPPA), which was established on July 1, 1945. 
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Thus, at the end of the war, two agencies existed, ANPB and 
JANPPA. Since the National Security Act of 1947 limited the size 
of the joint staff of the Joint Chiefs of Staff to 100 officers, the ANPB 
was dropped from that organization. It was reorganized in 1948 as 
the Armed Services Petroleum Board, a joint agency, which was then 
transferred to the Munitions Board on June 3, 1949, and renamed 
the Munitions Board Petroleum Committee. 

JANPPA became, in February 1948, the Armed Services Petroleum 
Purchase Agency (ASPPA), with a charter under the National 
Security Act to procure petroleum for the three military departments. 

The Munitions Board Petroleum Committee was absorbed, under 
Reorganization Plan No. 6 of 1953, into the Office of the Assistant 
Secretary of Defense (Supply and Logistics), where it became the 

resent Petroleum Logistics Division of that Office. Some functions, 
owever, fell to the ASPPA, which lasted until disestablished in 1956 
upon the formation of MPSA as a single manager agency. 


DEVIATION FROM SINGLE MANAGER PATTERN 


In consonance with the basic principles of the single manager plan, 
it was proposed that the stocks of petroleum held by the three services 
be transferred to MPSA. The agency then would perform all pro- 
curement, manage inventory stocks, and sell through the usual 
stock-funding arrangements to the retail level of service users. 

However, when the proposed language of the Department of 
Defense directive chartering MPSA was circulated, a three-way split 
in service recommendations developed. The Air Force opposed any 
change in stock ownership, basing its argument on the necessity of 
maintaining continuous control of its war reserves of petroleum. 
The Army proposed to limit agency stock ownership to the continental 
United States. The Navy proposed that the agency’s stock ownership 
extend to certain oversea stocks. 

In the face of this wide divergence, the decision was made to leave 
stock ownership in the services without change, which happened to 
be the Air Force position. Department of Defense Directive 5160.12, 
the MPSA charter (see hearings, app. A), emerged with a deviation 
from the single manager concept said to be justified by the charac- 
teristics of petroleum and the exceptional conditions encountered in 
the supply and distribution of this commodity by the military de- 
partments. 

MPSA’s charter was issued July 24, 1956. The agency was acti- 
vated January 7, 1957. During the 2% years of its operation, the 
agency has been studied three times by different teams of Depart- 
ment of Defense experts. While it is perhaps a tribute to the execu- 
tive director of MPSA that the Agency has survived these studies, 
one are serious problems yet to be solved in the petroleum supply 

eld. 


AGENCY OPERATIONS 


As the single military purchaser of petroleum products, MPSA’s 
annual procurement has exceeded $1 billion in recent years. During 
fiscal year 1958, MPSA contracted for about 11 billion gallons of 
petroleum at a cost of nearly $1.2 billion. 

The principal categories of fuels procured are jet fuel, now com- 
prising 38 percent of MPSA procurement, aviation gasoline, heavy 
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fuels, motor gasoline, and distillates. The Agency’s Purchase Divi- 
sion will write an estimated 2,500 procurement contracts this year, 
with about 6,800 contract changes. These contracts also cover into- 
plane service contracts. 

MPSA’s Service Contracts Division makes and administers con- 
tracts for 165 commercial bulk storage facilities, the cost of which is 
$36.3 million in fiscal year 1959. These contracts, which include the 
first two increments of an Air Force program for protected and dis- 
persed storage, include storage for 29 million barrels of petroleum 
products. 

In the Lebanon crisis, MPSA was called upon to coordinate not 
only U.S. petroleum logistics, but British and Jordanian requirements. 
It also filled emergency requests for the Formosa crisis. 

The agency participates in Department of Defense cataloging and 
standardization operations. The number of items assigned to this 
commodity class has been reduced from 1,858 to 1,256, or 32 percent. 

MPSA’s important function is procurement; the Agency has only 
a coordinating function for inventory management and for distribu- 
tion since it does not own the ‘“‘wholesale’’ stocks of the commodity. 
The testimony indicates that petroleum stocks are measured in days’ 
supply, the exact extent of which are classified, and the supply control 
of petroleum as a vital military commodity is left in the hands of the 
military services. 

MPSA coordinates the distribution systems for bulk and packaged 
petroleum products, coordinates a program for positioning of mobiliza- 
tion reserve and operating stocks, and reviews the requirements of 
the military departments for storage and procurement. It also co- 
ordinates and arranges for tanker shipments through the Military 
Sea Transportation Service. The 1959 estimate is that 920 tanker 
loadings will be arranged for about 114 million barrels of petroleum 
products. 

The absence of wholesale stocks also means that there is no single 
manager stock fund to be managed by MPSA. Its financial manage- 
ment function is only to coordinate a program for uniform pricing 
among the military departments. MPSA also coordinates agreements 
for cross-servicing or interservice supply support for petroleum 
products. 

Since no offices were consolidated during the creation of this 
agency, there have been no personnel savings. Rather, there was an 
increase from 159 personnel (18 military, 141 civilian) under the 
former agency to 177 (21 military, 156 civilian) under MPSA. An 
additional six civilian nonprofessional spaces were scheduled for 
fiscal year 1959. The agency states that its contract workload has 
increased 40 percent in the last 3 years, while its procurement per- 
sonnel have been increased by only 21 percent. Additional personnel 
were authorized at the creation of the agency in view of the increased 
assignments it received. 

With respect to the recent import control programs, the agency 
was not able to state any definite effect on the cost of military pe- 
troleum procurement. In its opinion, the April 1958 voluntary oil 
import program did not raise the cost to the Government for military 
petroleum. Although the procedures under that program called for 
a substantial price differential for domestic oil producers, a substan- 
tial price cut by Caribbean refineries offset an increase in domestic 
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prices. The agency states that the contracts written under the man- 
datory oil import program, initiated by Presidential proclamation of 
March 10, 1959, are too few as yet to indicate the impact on the cost 
of military petroleum. 


FINDINGS OF LOGISTICS SYSTEMS STUDY PROJECT 


A Department of Defense survey team of the Logistics System 
Study Project (LSSP) examined MPSA and presented a report in 
December 1957, pointing up a series of shortcomings in petroleum 
supply operations.” 

The survey team found what this subcommittee has all too fre- 
quently found in the military supply systems: overstocking, duplica- 
tion of stocks in one or more sources, procurement of items already in 
long supply, duplication of facilities, and procurement of items held 
by another service as excess. 

Overstocking and procurement of items in long supply were found 
in packaged petroleum products. Stock status reports were lacking 
or insufficient. 

In the Air Force there was centralized management of packaged 
petroleum items but three separate funding systems. Packaged avi- 
ation lubricants were financed through the aviation fuels division of 
the Air Force stock fund; packaged greases, solvents, and other items 
not of a commercial shelf-stock nature were financed through the 
general supplies division of the Air Force stock fund; and local pur- 
chase nonstock fund items readily available in U.S. commercial mar- 
kets, such as gasoline, lube oils, and kerosene were purchased through 
MPSA and paid for by individual bases with operation and mainte- 
nance funds. 

Each military department controlled its own bulk fuels distribu- 
tion, occasioning instances of split-tanker shipments and cross hauling. 
The fact that MPSA had only coordinating authority for distribution 
appeared to be the principal cause of these difficulties. 

The LSSP team also found that a lack of cross-servicing at two 
locations in Florida was causing duplication of depots at a cost of 
large sums annually. 

In significant contrast to the situation existing in the United States, 
the LSSP team noted that the unified commands overseas had estab- 
lished cross-servicing and single service stockownership arrangements, 
with a provision for control of petroleum products by the unified 
commander in wartime, regardless of service ownership. 

While MPSA is the sole procurement agency for the three services, 
the LSSP team found unnecessary differences between the services 
in pricing and funding, with consequent unnecessary difficulties in 
management. 

The LSSP team also found that the cataloging and standardization 
functions were not effectively performed by the agency. 

It was the finding of the LSSP team that, due to the compromise 
of the single manager concept in the creation of MPSA and its in- 
ability to handle many distribution problems with limited authority, 
there was in fact no single manager for petroleum in the Department 
of Defense. The team recommended that the single manager assign- 
ment for petroleum be fully implemented in accordance with the 
original proposal for a single manager assignment. 


* See hearings, appendix D, p. 513. 
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RESULTS OF THE LSSP REPORT 


From the testimony and data provided to the subcommittee, it 
appears that MPSA followed up on the deficiencies noted in the 
Logistics Systems Study Project. It attacked the packaged petro- 
leum products area, and achieved some degree of success. The 
transfer of $338,000 of stock in long or excess supply in one service 
was effected to fill current requirements in other services. A total 
declaration of $1.8 million in excess stocks has been made. 

With respect to duplication of fuel storage at Florida bases, the 
Air Force and the Navy reached an agreement, under MPSA coordi- 
nation, for cross-servicing, and one depot was disestablished. 

MPSA also has made efforts to eliminate split tanker shipments by 
reviewing carefully the requirements and supplies of the services, and 
arranging shipments with the Military Sea Transportation Service. 

MPSA has attempted to improve on the unified command arrange- 
ments for petroleum supply. A uniform interservice supply support 
agreement to be effective July 1, 1959, in all overseas areas has been 
proposed. However, MPSA received reports from the unified com- 
mands recommending other arrangements for specific areas. The 
unified commands still appear to maintain more efficient and coordi- 
nated control of the petroleum supply in their areas than the control 
existing in the continental United States. 


OFFICE OF NAVAL MATERIAL STUDY 


In August 1958, the Office of Naval Material (ONM) reported on 
the procurement procedures and operations of MPSA. 

One of the principal findings of ONM was that long processing 
times were required for many contracts, particularly those for jet fuel, 
which were running up to 150 days. ‘Testimony before the subcom- 
mittee indicates that MPSA has made efforts to correct this problem, 
but that computation of the lowest laid-down cost to the Government 
is a very difficult problem, due to the necessity of figuring many trans- 
portation costs and evaluating many differing conditions imposed on 
the bids submitted by the bidders. 

MPSA reported that it is working with the Navy Management Office 
to try to devise an electronic data processing (EDP) method which 
could radically speed up the calculation of best bid offers. 

The subcommittee has not had the opportunity of studying this 
an in detail. During the presentation by the Military Medical 

upply Agency, however, the systems planning officer for that agency 
stated that use of EDP equipment cae insure compliance with 
procurement regulations. 

The subcommittee observes in passsing that the answer to delays 
in determining the proper bid may be in the direction of simplifying 
bid terms and conditions rather than in getting expensive electronic 
computers to make complex calculations. There is, of course, an 
aspect of judgment and commonsense that no machine can provide. 
Furthermore, the time taken for bid evaluation may not account for 
the largest part of the delays in this area of procurement. The ONM 
study seems to indicate that while processing time of contracts may 
run from 100 to 150 days, only about 30 days actually are spent in 
evaluating the bids, 
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The subcommittee recommends that the MPSA executive director 
bend every effort toward reducing administrative delays along with 
or regardless of the EDP feasibility studies. 


SINGLE MANAGER EVALUATION BY OSD 


In November 1958, the Office of the Assistant Secretary of Defense 
(Supply and Logistics) began another single manager evaluation in 
the petroleum field. The final recommendations of this study have 
not yet been prepared. It appears from the testimony before this 
subcommittee, however, that the Office of the Secretary of Defense 
is satisfied with the scope of the single manager assignment for petro- 
leum as it exists today. MPSA’s successful operation during the 
Lebanon and Formosa crises in 1958 has been cited in support of this 
view. 

The subcommittee will examine the final recommendations of this 
study when they become available. 


LONG-TERM CONTRACTS 


The value of MPSA-contracted commercial storage operations has 
tripled in 3 years, as the agency took on Army contracts and then new 
Air Force contracts in addition to those of the Navy. 

The new Air Force program is a dispersal and protected storage 
program, whereby MPSA awards contracts for the construction and 
operation of new facilities at remote locations. As an incentive to 
private contractors to undertake such construction and operation at 
out-of-the-way places, the Department of Defense sought and secured 
from Congress authority to enter into 5-year contracts with options 
to renew for three additional 5-year periods. This authority was 
given in section 416 of Public Law 84-968." The program was held 
up until the end of calendar year 1957 because of general fund limita- 
tions proposed by the Bureau of the Budget that year. It is now in 
full operation. 

In the course of investigating a complaint by an unsuccessful bidder 
for construction and maintenance of fuel storage tanks in the vicinity 
of Rome Air Force Base, N.Y., the subcommittee learned that MPSA 
was evaluating bids on the basis of total construction and maintenance 
cost over a 20-year period, whether or not the Government elects to 
exercise its option and renew the 5-year contracts. Had the bids 
been evaluated for the 5-year contract period, the complainant would 
have been the successful low bidder. On a 20-year basis, another 
offeror was successful low bidder. 

It strikes the committee as somewhat unreasonable for the procuring 
agency to evaluate bids on prices over so long a stretch of time, par- 
ticularly since the basic contract authorization period is for 5 years. 
The long-term requirements for this type of aviation fuel are indefinite 
at best, and future price changes may be so substantial as to invoke a 
demand by the contractor for price increases if the Government 
exercises options in the future. If no option is exercised, and the 
contract is not renewed after 5 years, the Government will have been 
= the position of paying more than was necessary on the 5-year bid 

asis. 
——————— 


4s P.L. 85-861 codified this authority as 10 U.S.O. § 2388, 
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The Comptroller General has not objected to this method of deter- 
mining the best bid price. The subcommittee observes, however, 
that the contract was negotiated rather than advertised; that there 
were no real obstacles to advertising, and that if that course had been 
followed, the question of 20-year bid offers for 5-year contracts might 
have been on a different legal footing. 

Moreover, the request for proposal failed to state explicitly the 
basis on which the contract would be awarded. At the very least, 
the prospective bidder should be informed how the agency intended to 
proceed in determining low bids. 

We will call the attention of the Armed Services Committee to this 
matter and attempt to ascertain whether the legislation was intended 
to permit bids on a 20-year-price basis when the basic contract author- 
ization was for a 5-year period. 


VI. Tue SincteE MANAGER ASSIGNMENT FOR PHOTOGRAPHIC 
EQUIPMENT AND SUPPLIES 


Difficulty in extending the single manager concept is exemplified 
by the abortive assignment of the single managership for photographic 
equipment and supplies to the Secretary of the Air Force. The 
photographic area was specifically named on January 31, 1956, by 
Secretary Wilson as one to be pushed rapidly, but the assignment 
has been contested by the Air Force for 3 years and was just canceled 
at the time of the subcommittee hearings. 

This commodity area has been subjected to at least four separate 
studies and several reviews. The Air Force still buys photographic 
equipment and supplies for all three military services on a single 
department procurement basis, but it has no responsibility for the 
additional functions of a single manager agency. 


AIR FORCE ORJECTIONS TO ASSIGNMENT 


The stated Air Force objection to the assignment is that photo- 
graphic equipment is not suitable for single manager treatment. 
However, the major objections appear to stem from the organizational 
arrangements of the Air Force, and particularly from the weapon 
systems management concept. 

The establishment of a single manager agency, as originally intended, 
would appear to require that a single agency headquarters be set up 
at a single geographic point for the administration of the whole photo- 
graphic commodity area. At present photographic equipment is 
handled by the Mobile Air Materiel Area, while film is purchased at 
the Rome Air Force Depot. ‘The testimony of the Air Force witness 
indicates that the Air Force is completely satisfied with and married 
to its present organization and that it need not handle the manager- 
ship of such an assignment at AMC headquarters. 

The significance of this position is that in case of any future single 
manager assignment to the Air Force, the commodity area apparently 
would not only have to meet Department of Defense criteria for single 
manager treatment, but it would have to be suitable for management 
at a geographic position that coincides with one of the Air Force’s air 
material areas. 
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Another objection raised by the Air Force is that photographic 
equipment and supplies constitute a small dollar area and that 
primary emphasis should be devoted to improving the management 
of high value items. The Air Force witness pointed out, in this 
connection that the Air Force presently holds a $15 billion stock 
inventory, of which photographic equipment and supplies are a 
relatively minor part. 

The subcommittee notes, however, that the Air Force is not alone 
in having problems relating to high value items. A comparison of 
stock inventories held by the three military departments indicates 
that there are billion-dollar categories in each of the services. 

The “essential integrity” of the Air Force supply system was urged 
in a traditional argument against applying integrated management 
to common use items.™ It was contended that this “essential in- 
tegrity’’ must apply to all items necessary for immediate or essential 
combat functions. Experience to date in the common-use area, how- 
ever, does not support this contention. Testimony before the 
subcommittee indicates that the Air Force presently is relying on the 
other two services for many supply functions in the single-manager 
commodity areas as well as in the single-service procurement areas. 
The Air Force also receives a certain amount of supply support from 
the General Services Administration. 

It is interesting to note that the Air Force carries a relatively small 
burden of single service procurement assignments. According to the 
testimony, the Air Force has three single service procurement assign- 
ments—photographic equipment and supplies; airborne crash rescue 
vehicles; and airport lighting fixtures. Evidently the Air Force has 
predominant interest and dollar inventories in these items and the 
other two services do not obtain any substantial benefit from these 
assignments. At the same time, the Army and Navy together carry 
the administrative burden of some 32 single service procurement 
assignments, from many of which the Air Force draws substantial 
support. 

The Air Force appears to have conceded in the course of the 3 
vears’ debate on photographic equipment and supplies that there is 
somewhat more commonality than was first indicated. In 1956, 
when the assignment was made, the Air Force contended that only 
7.6 percent of the items in that commodity area were common to two 
or more services. ‘The present contention is that there is a 9.6 percent 
commonality. 

It appears likely that the Air Force shifting of expenditures into 
weapons system procurement contracts has contributed to a low degree 
of commonality as well as to a decline in the dollar volume of items 
procured as identifiable commodities. An important function of a 
single manager is to insure maximum commonality by reducing the 
number of items in the inventory and by achieving increased stan- 
dardization of items. The weapons system concept places the selection 
of commodity items such as aircraft cameras in the hands of the prime 
weapons system producer, thus removing such items from the item- 
reduction and standardization functions of the single manager.” 

The subcommittee’s examination of this area suggests a fundamental 
conflict between weapons system procurement and the single manager 





4 See hearings, p. 242. 
%§ See hearings, appendix E, p. 575. 
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concept. The progressive withdrawal of items from commodity areas 
assigned to single managerships defeats the basic purpose of the single 
manager concept, which is to achieve maximum economy and effi- 
ciency through integrated control of commodities throughout the 
supply cycle. 

Conversion of the photographic area to a single manager operation 
has been hindered further by the Air Force’s police: y of not stockfund- 
ing photographic items. It has excluded its entire $108.5 million 
inventory of photographic equipment and supplies from stockfunding, 
which is considered essential to single manager operations.” 


CHRONOLOGY OF EVENTS 


On January 31, 1956, the Secretary of Defense issued Directive 
5160.12, “Policies for Implementation of Single Manager Assign- 
ments.” In an accompanying memorandum to the three Secretaries 
of the military departments, Secretary of Defense Wilson stated, “It 
is my intention to have a basic organizational pattern that can be 
extended as rapidly as possible in the supply field to petroleum, 
medical-dental, clothing-textiles, photographic equipment, and in the 
service field to traffic management.” *’ 

The Secretary of Defense, by memorandum of February 17, 1956, 
from Mr. Thomas Pike, then Assistant Secretary of Defense (Supply 
and Logistics), assigned to the Secretary of the Air Force the single 
manager responsibility for photographic equipment and supplies. This 
memorandum was intended as a preliminary document to be followed 
up as soon as possible by a fully staffed Department of Defense 
directive making the assignment.” 

However, on the same day, Mr. Dudley Sharp, then Assistant 
Secretary of the Air Force (Materiel), replied with a memorandum 
questioning the assignment, stating that only 7.6 percent of the items 
were found to be common to two or more services. This memorandum 
stated further that— 


most military photographic items must be developed to meet 
the peculiar requirements and conditions of the weapons 
systems of which they are a part.” 


On February 28, 1956, a memorandum was sent by Mr. Robert 
Lanphier, Mr. Pike’s deputy, to Mr. Sharp, indicating that the assign- 
ment should go ahead to the point of establishing an administrative 
committee and appointing an executive director, so that a more de- 
tailed study could be made of the commodity area. By then, both 
the Air Force and the OSD appear to have made preliminary studies. 
The executive director, Mr. John C. Rimkus, and an administrative 
committee were then appointed in March 1956, in accordance with 
the basic Department of Defense directive for ‘implementing single 
manager assignments. 

The record indicates that further study resulted in a report by the 
Air Force on June 15, 1956, again recommending the withdrawal of 
the assignment. On June 27, the administrative committee recom- 
mended that the assignment be held in abeyance, until the Federal 

% See hearings, appendix E, pp. 584-585, 
27 See hearings, appendix A, p. 272. 


% See hearings, appendix E, p. 548. 
3* See hearings, appendix E, p. 549. 
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catalog and defense standardization programs achieved more com- 
monality of items. 

A memorandum from the Deputy Secretary of Defense, Mr. Rueben 
Robertson, continued the assignment, held full implementation in 
abeyance, ‘asked for continued effort in catalog conversion, standard- 
ization, and distribution, and promised reexamination of the assign- 
ment in January 1957. On November 20, 1956, the reexamination 
date was extended to July 1, 1957. 

In August 1956, Commodity Coordinating Group No. 9 was estab- 
lished under the interservice supply support program. This coordi- 
nating group has worked up to the present to achieve economies by 
coordination rather than single managership. It has achieved trans- 
fers between the services of “$2.6 million in equipment and supplies. 
It has performed also the cataloging and standardization functions 
that would normally fall to a single manager agency. 

In the interim, a new acting executive director, Lt. Col. Joe R. 
Byrtus, was appointed to take over and restudy the area. 

“Referring to a memorandum from Mr. Perkins McGuire, the new 
Assistant Secretary of Defense (Supply: and Logistics), Mr. Sharp 
wrote a new memorandum on July 17, 1957, noting that an oral 
report would be given, but again asking that the single manager 
assignment be withdraw n, and that the Air Force continue with the 
single service proc urement assignment. 

On August 26, 1957, Mr. McGuire continued the assignment, urged 
progress in standardization, packaging, shelf-life retention limits, 
storage and cross-servicing, but withheld full implementation. Action 
on the withdrawal was to be withheld pending a comprehensive review 
of the entire single manager system (phase | of the Logistic Systems 
Study Project). 

On December 20, 1957, a logistic system study projects team recom- 
mended that the assignment remain in its present state. Due to the 
complexity of the photographic area, in the team’s view, it was not 
possible to arrive at a firm conclusion respecting the validity of the 
assignment. ‘The team recommended, however, that the executive 
director be located at Headquarters, Air Materiel Command, and 
that he develop long-range plans for physical location of departmental 
requirements planning and standardization staffs also at AMC 
(Wright-Patterson AFB). 

Since this recommendation was not carried out, there appears to 
be support for the idea that the Air Force never had intended to do 
any work in this area for the other services besides purchasing. 

On July 15, 1958, the Air Force recommended once more that the 
assignment be withdrawn and that the single procurement assign- 
ment arrangement continue unchanged. In this memorandum, Mr. 
Sharp pointed to further shrinkage in the dollar value of procurement 
in the commodity area. It should be noted again, however, that the 
shrinkage value of procurement was probably due to Air Force buying 
under the weapons system concept of management. 

In August 1958, all administrative committees of the single manager 
agencies were abolished in a general housecleaning of committees ‘by 
Secretary of Defense McElroy. This left as the only Air Force 
implementation of the single manager assignment the detail of one 
officer, the acting executive director, 
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On October 22, 1958, the Armed Forces Supply Support (AFSS) 
Center, created on June 23, 1958, was requested to analyze the com- 
modity area as its first assignment and develop final conclusions and 
recommendations concerning retention or withdrawal of the photo- 
graphic single manager assignment. 

The AFSS Center reported by memorandum of February 18, 1959, 
recommending the withdrawal of the assignment.” 

It is interesting to note that the AFSS Center did not accept the 
Air Force argument that the dollar volume of the area was not large 
enough to warrant the creation of a single manager agency. It did, 
however, agree that item commonality and prospects for making 
savings were against the continuance of the assignment. Both of 
these factors probably flow from the Air Force’s increased buys under 
the weapons system method. 

The AFSS Center also found that a fourth factor, susceptibility to 
stock funding, made it difficult to implement the assignment. Al- 
though it found that photographic supplies were susceptible to stock 
funding in spite of Air Force policy, it appears to have accepted the 
Air Force view that stock funding was not feasible because so much 
is purchased through weapons system contracts. 

It appears that the Armed Forces Supply Support Council concurred 
in the recommendation of the AFSS Center. The 3-year decision 
thus was left once more to the Assistant Secretary of Defense (Supply 
and Logistics), Mr. McGuire. 

The decision now has been made to withdraw the assignment, with 
the reservation that if the significance of the area should increase, in 
accordance with Department of Defense criteria, the area may be 
reexamined. 

SUBCOMMITTEE OBSERVATIONS 


The subcommittee notes that the Department of Defense witness 
believed there was valid ground for the Secretary of Defense to make 
the photographic single manager assignment in 1956. If there was 
lack of sufficient information in this commodity area, such a lack 
obtained both at the Defense and Air Force departmental levels. 
Nor is the “essential integrity’ argument of the Air Force conclusive 
as to single manager assignments. Undoubtedly there was and still is 
a potential for savings in this commodity class. 

The repeated studies in this field have been repetitive in varying 
degrees and represent unnecessary expenditure of management funds 
in an effort to resolve differences in management improvement tech- 
niques. The time and resources consumed in this series of exercises 
may be charged largely to stubborn Air Force insistence that the 
photographic single manager agency was unwarranted. 

The Office of the Secretary of Defense also must share responsibility 
for failure to achieve Air Force compliance or, at least, cooperation. 
That the Office of the Secretary of Defense was fully aware of Air 
Force efiorts to circumvent the assignment is evidenced by the fact 
that at one point it was compelled to request the Air Force to work on 
the problem rather than on the arguments against the assignment.*? 

A representative of the Secretary of Defense, in explaining to the 
subcommittee the circumstances under which the photographic 


% See hearings, appendix E, p. 556. 
" See hearings, appendix E, p. 553. 
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studies were permitted to continue over a period of 3 years, indicated 
that he ““* * * wanted to make absolutely sure that we just weren’t 
missing a bet * * *.” * The subcommittee approves of this concern, 
but a more plausible explanation seems to be that the Office of the 
Secretary of Defense is not disposed to argue out these problems 
forthrightly and in good time. 

This is not to say that a single manager assignment can be success- 
fully forced on one of the services. The four executive directors who 
testified before the subcommittee agreed that there must be a willing- 
ness on the part of the services to make single managerships w ork. 
Thus it is most regrettable that the Air Force has evidenced no such 
willingness in the commodity areas. In fact, the Air Force has tended 
in the opposite direction toward supply self-sufficiency by refusing to 
modify its AMC organization and weapons system management con- 
cept to accommodate the commodity single manager plan. 

The subcommittee record indicates that the Air Force is failing 
not only to carry its proportionate administrative burden of inte- 
grated supply operations but to invite new assignments and develop 
managerial competence in this field. 

Success in achieving integration of supply in the photographic area 
probably depends on making weapons systems or subsystems common 
to two or more services after selecting the most promising programs. 
Developments and research in photogr aphic equipment would appear 
to be particularly applicable to other weapons systems, and the need 
to exchange and use such research or developments would appear to 
be particularly cogent. Also, the necessity of development for 


particular needs does not prevent separate handling of the equipment 
for procurement and inventory. 


VII. OurLtook ror SINGLE MANAGER PROGRAM 


SINGLE MANAGER COVERAGE 


Current Department of Defense policy does not promise any great 
or rapid extension of the single manager program. Feasibility ‘studies 
leading to the single manager plan were commenced at least 8 years 
ago; the plan was  offici: illy drawn up more than 3 years ago; and to 
date only four commodity. areas are covered by single manager assign- 
ments. In the service field, only tra nsportation has been covered— 
with three single manager assignments respectively for air and sea 
transportation and traffic management. 

In money terms, the single manager program covers about $2.5 
billion in yearly military procurement, representing 20 percent or less 
of total military procurement outlays of $12 to $14 billion each year. 
Existing single manager inventories amount to approximately $2.2 
billion, “measured against total military supply inventories of about 
$48 billion, not counting ships, guns, planes, and other military and 
general eq uipment in use, W hich are valued at $62 billion. Of the 3.3 
million items identified in the Federal catalog system, only 40,000 
items, or less than 2 percent, are handled by the single manager 
agencies. 


* See hearings, p. 249. 
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SINGLE DEPARTMENT PROCUREMENT 


A broader range of military supply items is covered by single depart- 
ment procurement, which includes single manager procurement and 
accounts for approximately 70 percent of the annual procurement bill, 
Aside from the commodities assigned to single manager agencies, single 
department procurement assignments centralize only the purchasing 
function; inventory management, distribution, and other supply fune- 
tions remain in the separate military departments. The single man- 
ager assignments are limited to common-use items of the commercial 
variety, while the single department procurement assignments include 
“technical” or solely military items as well as civilian-type items. 

The proportion of total military procurement under single depart- 
ment assignment has not changed significantly in the past 10 years, 
The single department assignments were made largely by the Muni- 
tions Board between 1948 and 1953, before the Board was merged 
into the Office of the Assistant Secretary of Defense (Supply and 
Logistics). 

When Secretary of Defense Wilson proposed in his memorandum 
of January 31, 1956, that the ‘‘basic” organization pattern of the single 
manager plan be applied to four commodity areas, he added: 





































The feasibility of further extension of this management 
technique will be determined later after careful study of 
possible savings and the advantages and disadvantages of 
this type of operation, recognizing that the primary mission 
is to effectively support the military effort of the country.® 


In a memorandum of October 7, 1957, Secretary Wilson called for | 
critical appraisal of developments in the single manager and other | 
supply management methods to assess the gains and to plan ahead 
for further steps toward supply integration. The Deputy Secretary of 
Defense was instructed to undertake a comprehensive study for these : 
purposes. A result of this assignment was the Logistics Systems | 
Study Project (LSSP), planned as a 1-year study program. | 
The study, it should be noted, was not confined to the single man- 
ager program. Supply management improvement, from the Depart- ; 
ment of Defense point of view, is a ‘‘mix” of various programs, as_ [ 
indicated by the structure and assignments of the study group. 


LOGISTICS SYSTEMS STUDY PROJECT 














The LSSP had a policy group, headed by the Deputy Secretary 
of Defense; a steering group, headed by the Assistant Secretary of 
Defense (Supply and Logistics); and a survey staff from which study 
teams were drawn. The study project had four phases. The first 
phase was conducted by four teams, which examined (1) the Army 
commodity single manager agencies, (2) the Navy commodity single 
manager agencies, (3) single department procurement assignments and 
interservice supply support, and (4) the ‘‘fourth service of supply” con- 
cept or a Common Supply Operating Agency at the Office of the 
Secretary of Defense level. 

Phase II of the LSSP is a study of service functions, including those 
of the present transportation single manager agencies: the Military Air 





% See hearings, appendix A, p. 272, 
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Transport Service, the Military Sea Transportation Service, and the 
Military Traffic Management Agency. Other activities studied as 
possible single manager assignments included terminal operations, 
motor vehicle management, aeronautical depot maintenance, surplus 
property disposal, procurement inspection, production equipment 
management, interservicing of logistic services, map reproduction, and 
cross-servicing of depot space. 

The subcommittee was informed that the Phase II studies have been 
completed and that team reports have been made to the steering 
group, which is now preparing final recommendations for considera- 
tion by the policy group. 

Phase III, covering items of supply peculiar to the military depart- 
ments (“technical” items), and phase IV, aimed at developing an 
ultimate “Plan of organization,” have been “temporarily discon- 
tinued,” according to Department of Defense testimony. The reason 
given for their discontinuance was that the Department of Defense 
currently is undergoing changes growing out of the Defense Reorgani- 
zation Act of 1958. 

FINDINGS OF STUDY TEAMS 


The Phase I studies of single manager operations were critical of 
the limited participation of the single manager agencies in require- 
ments determination; inconsistencies among the services in develop- 
ment of assumptions concerning peacetime operating stocks as well 
as mobilization requirements; the irregular time-phasing of require- 
ments; the handicaps to efficient supply management caused by 
geographical and organizational separation of related supply offices 
in procurement, requirements, and standardization; the unclear 
responsibilities of single manager agencies for supervision of assets 
at retail levels; and the complications caused by separate ownership 
of wholesale and retail stocks. 

The LSSP teams also found that new techniques were needed to 
coordinate distribution of items not under single manager control. 
They discounted the value of an agency for common supplies operating 
at the OSD level and recommended that the Committee for Inter- 
service Supply Support, already existing, be used as a nucleus for a 
permanent analysis staff and central supply management agency. 
The Armed Forces Supply Support Center was created as a result of 
this recommendation. 

More than 100 recommendations were made by the LSSP study 
teams, some of which were regarded by the affected agencies as 
overenthusiastic or somewhat unrealistic. These criticisms may 
reflect. particular service views rather than the caliber of the team 
studies. On the other hand, a group detached from immediate 
operating responsibilities occasionally can be carried away by ideas 
which have limited practical value. 


SECOND STUDY 


Adaptability of the single manager plan to wartime operations 
was the subject of a new study by the Department of Defense under- 
taken in November 1958. The Joint Staff of the Joint Chiefs of 
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Staff participated in the study, the purpose of which, according to 
the Department of Defense witness, was— 


to arrive at definitive conclusions concerning the efficacy 
of this concept in peace and war on the basis of sustained 
performance. 


Although this study has not been completed and the results have 
not been examined by the subcommittee, the Department of Defense 
representative at the hearings said the analysis demonstrated that 
“significant economies” had been derived from the elimination of 
concurrent buying and selling, reduction of cross hauls and back 
hauls through more integrated distribution, payroll reductions, better 
procurement operations, and stimulation of item reduction and stand- 
ardization programs. The single manager agencies were found to be 
effective in providing supply support, and the military using agencies 
were satisfied with performance. 


POSSIBLE EXTENSION OF SINGLE MANAGER PLAN 


While emphasizing on the one hand the economy and effective 
operations of the single manager agencies, the Department of De- 
fense witness cautioned that difficult problems remained to be solved, 
before realizing ‘the full potential of this concept.” Cited in illustra- 
tion were the lack of dependable data for establishing military service 
requirements, the inconsistent procedures among the services, and 
the funding problems related to material which is returned from users 
to single manager systems. 

Expressing confidence that these ‘residual problems” would be 
solved, the Department of Defense witness described the single 
manager concept as a “sound concept if selectively and wisely ap- 

lied’’; also as one which “provides a sensible basis for unification of 
ogistics within the framework of our existing organizational pattern.” 
wo recent developments in the single manager program suggest 
that it has suffered a step backward and a tentative step forward. 
The assignment of a single managership for photographic supplies 
and equipment to the Air Force, as noted earlier, has been canceled. 
At the same time the feasibility of establishing one or more single 
managerships for general supplies is under study. 

The decision to cancel the Air Force assignment is by no means 
absolute and unalterable. The belief was expressed that portions of 
this commodity area might be suitable for single management after 
further progress is made in standardizing items under the accelerated 
item reduction program. In the event more commonality of items 
shows up, the Department of Defense will consider assignment of this 
epmanodii or portions of it to a single manager agency. 


GENERAL SUPPLIES PROJECT 


The study project for general supplies is confronted with the prob- 
lem of defining this commodity group. The Navy lists about 69,000 
items as general stores, while the Army lists only 8,500 “housekeeping” 
items as general supplies. The study includes about 100,000 items 
representative of the types of items included by the services in their 
general supply areas. 
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With respect to the criteria formulated by the Department of De- 
fense as a basis for determining the feasibility of single manager as- 
signments (i.e., commonality, dollar volume, number of items, and 
susceptibility to stock funding), the principal questions yet to be 
answered in considering the general supplies category relate to com- 
monality and stock funding. Assignment of the category to the 
Armed Forces Supply Support Center for study indicates that affirma- 
tive decisions already have been made with respect to the criteria of 
dollar volume and number of items. 

The subcommittee observes that the general stores area was pointed 
out as having a significant proportion of common-use items, as ear] 
as 1956 when existing single manager agencies were cahablieed, 
Many items in this general category, such as handtools, hardware, and 
materials handling equipment, are single department procurement 
assignments of the Navy. Had the Navy been given the job and the 
authority, in 1956, to require data from the other two services on 
stocks, usage, and program requirements, sufficient information upon 
which to base a decision as to single manager feasibility might have 
been accumulated by now without a new study project. 


COORDINATION WITH GENERAL SERVICES ADMINISTRATION 


The problem of determining whether general supplies are suitable 
for single agency management is tied up with other problems concern- 
ing “local purchase’ programs and the extent of dependence upon the 
General Services Administration for providing such supplies. These 
problems, indeed, have a direct significance for the whole single 
manager program, since the resort to local purchasing and GSA 
provisioning removes varying segments of supply from central manage- 
ment control. 

Conceivably, the GSA could serve as a civil agency single manager 
of designated supply items for the military services. Ten years ago, 
the first Hoover Commission recommended an Office of General 
Services to supply common items and services to both civilian and 
military agencies of the Government. 

The Federal Property and Administrative Services Act of 1949 
departed somewhat from that recommendation in authorizing the 
Secretary of Defense to exempt his establishment from mandatory 
provisioning by the GSA. However, that act, approved June 30, 
1949, was supplemented by a Presidential order of July 1, 1949, which 
forbade the Secretary of Defense to exercise the exemption without 
Presidential approval (this order was rescinded by President Eisen- 
hower in 1954). 

Following President Truman’s 1949 memorandum, Secretary of 
Defense Louis Johnson and General Services Administrator Jess 
Larson, together with Budget Director Frank Pace, Jr., issued a joint 
policy statement taking note of the President’s instruction that areas 
of understanding be developed between DOD and GSA with respect 
to the application of the Federal Property and Administrative Services 
Act of 1949. The policy statement emphasized the importance of 
military use of GSA facilities in time of war as well as in time of peace 
for certain types of procurement, surplus property disposal, real prop- 
erty disposal, traffic management, and other supply management 
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activities, in order to conserve national resources and achieve economy 
in operations. 

Under this joint policy a series of agreements was worked out in 
areas such as cataloging, traffic management, communications and 
utilities services, and common-use items. 

On July 17, 1951, Department of Defense Directive 250.01-1 
directed the Munitions Board in conjunction with the military depart- 
ments to start immediate actions required to insure that common 
administrative supplies and equipment would be purchased through 
the General Services Administration “to the maximum extent prac- 
ticable.”” Also the military services were enjoined to prepare accurate 
statements of requirements and furnish them to the GSA sufficiently 
in advance to permit the agency to do planned and intelligent buying 
and stocking. 

On November 28, 1952, Secretary of Defense Robert A. Lovett, 
General Services Administrator Jess Larson and Budget Director 
F. J. Lawton issued another policy statement covering the assignment 
of responsibility to the GSA for the procurement, storage, and distri- 
bution of common-use, civilian-type supply items for the Department 
of Defense. This agreement provided that the military services 
would screen their depots for civilian-type items with a view toward 
eliminating them from military distribution systems and transferring 
responsibility for such items to the GSA. 

The basis for this agreement was a study conducted jointly by repre- 
sentatives of the Munitions Board and GSA, with the military services 
participating. The task group making the study submitted a final 
report September 2, 1952, which recommended among other things 
that the military services retain distribution responsibility for all 
items directly related to military forces; that the military department 
heads determine which supply items are not directly related to military 
forces, and that supply distribution responsibilities for those items be 
transferred to GSA; that the Federal Supply Service of the GSA be 
the mandatory source of supply for all civilian-type items authorized 
for local procurement (including those to be eliminated from military 
distribution systems); and that the Federal Supply Service be con- 
sidered in the assignment of single service procurement responsibility 
when civilian-type common-use ‘items are involved. 

The three signatories to the policy statement agreed that transfer 
of supply assignment functions to GSA would be on a progressive 
basis, in keeping with the capabilities of that agency to absorb the 
increased work load. 

In three successive directives in 1952-53, the Department of 
Defense assigned office furniture, office machines and office supplies 
to GSA for procurement, and implementing regulations and instruc- 
tions were issued at varying times during 1953-55. These items 
are purchased through the Federal Supply Schedules. GS A, in effect, 
carries out the single department procurement assignment, while the 
material upon delivery goes into the distribution systems of the mili- 
tary departments. 

The dollar volume of military purchases of Federal Supply Schedule 
items is not known, although the total dollar volume purchases by all 
Government agencies increased from $311.2 million in fiscal year 1953 
to $411.3 million in fiscal year 1958. It is believed that as much as 
50 percent of these sales may be made to the military services. 
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LOCAL PURCHASES 


Aside from these items subject to interagency purchase arrange- 
ments, GSA depots provide to military users a number of items which 
have been assigned for local purchase. Each military service decides 
which items are to be eliminated from its distribution system and 
therefore to be acquired locally, either from GSA depot stock, by 
direct delivery under GSA terms contracts, or by local purchase from 
commercial sources. 

The working arrangements between GSA and the several military 
services differ in each case. The Air Force was the first military de- 

artment to seek GSA supply assistance on local purchase items. 

uring 1953-54, GSA collaborated with the Air Force in screening its 
local purchase items to determine appropriate supply methods. As of 
July 1, 1954, the Air Force had designated approximately 135,000 
items for local purchase by Air Force installations. Of this number 
some 15,000 were designated for supply support through GSA. 
Presently 160,000 items are designated for local purchase, of which 
16,000 come from GSA sources. 

The Navy took a similar course in identifying certain items for 
elimination from its supply system and transferring supply respon- 
sibility for such items to GSA. The Marine Corps designated several 
entire classes of items (with certain restrictions) for supply from 
GSA Stores Depots. 

By 1954 the Army designated approximately 10,000 common-use 
items as “local purchase.’”’ Unlike the Air Force, the Army did not 
specifically designate which items were to be obtained from GSA but 
issued general instructions authorizing the use of GSA facilities, when 
in the opinion of the local post, camp, or station, the use of such facil- 
ities was more advantageous than purchase from commercial sources. 

GSA supply support of military “local purchase” items increased 
from $32.8 million in fiscal year 1953 to $105.4 million in fiscal year 
1958. The Department of Defense witness stated that reports on 
purchases for the first half of fiscal year 1959 indicate that the military 
services will procure this fiscal year about $170 million, or 60 percent 
of the total stores and direct delivery items sold through GSA. The 
subcommittee believes this amount could be doubled without extensive 
changes in procedures. 

The Air Force, which has shown more enterprise and interest than 
the other services in seeking GSA supply support, conducted a service 
test of GSA supply operations for Air Force installations in the Far 
East in 1956. This involved direct requisitioning of civilian-type 
items from GSA in San Francisco by the Far East bases. The test 
proved, according to GSA advice, that the civilian agency can give 
faster direct supply support on civilian-type items to the U.S. Air 
Force oversea activities at a cost equal to or less than that entailed by 
use of the Air Force supply system. Accordingly, the Air Materiel 
Command approved the continuance of this type of supply support 
by GSA for Far East bases of the Air Force. 

Subsequently the GSA was requested to extend the same type of 
service to Air Force installations in the European theater. This opera- 
os is now in effect and is handled through GSA’s New York regional 
office, 
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Other GSA supply programs for the Air Force include hand tools 
and furniture for aes housing projects. During 1953 the Air Force 
converted many of its hand tools from consolidated procurement to 
local purchase. Supply support of hand tools for the Air Force is now 
divided between the Navy and GSA for 19 commodity groups of such 
tools. ‘The GSA portion of hand tool supplies to the Air Force cur- 
rently averages $800,000 per month. In the military housing furni- 
ture program, GSA procurement for the Air Force has increased from 
$16.5 million in fiscal year 1958 to $33 million in fiscal year 1959. 

The lack of uniformity in local purchase regulations among the 
military services is under study by the Armed Forces Supply Support 
Center. The fact that one service can designate items as being more 
suitable for local purchase while another service relies on central pro- 
curement raises, of course, the question as to how valid the cost justifi- 
cations are in deciding between one and the other. 

If many common-use civilian-type items are placed in the local pur- 
chase category and hence amenable to procurement through GSA 
depots, the value of a military single managership in the general sup- 
plies commodity area may be progressively decreased. ‘The answer 
depends partly on the manner in which this commodity area is de- 
fined for single agency management. If the military services insist 
on retaining a sufficient number of these items in their distribution 
systems, then presumably the case for single management by a mili- 
tary agency is strengthened. 

The position of the military services appears to be that they will 
insist on retaining procurement and distribution responsibilities for 
those items which have a mobilization requirement and therefore are 
to be “stocked in depth.” 

The subcommittee believes that the relationship between the 
Department of Defense, including the three military departments, 
and the GSA is not altogether a satisfactory one. The dollar value 
of military purchases from the GSA has increased, but considering 
the fact that the GSA was established a decade ago, the gains are 
hardly impressive, and military use of GSA facilities remains mini- 
mal. Despite considerable effort in the early years of the new 
civil agency’s career to establish effective working relationships 
and cooperative agreements with the military, the promise of the 
enabling legislation as envisaged by the Hoover Commission and 
the congressional sponsors has not been realized. 

The GSA, for its part, has not shown any great initiative in review- 
ing its capabilities and proposing to the military agencies what 
services it could best perform for them. Apparently GSA construes 
its responsibility to be simply that of honoring military requests for 
specific types of items. While the GSA cannot match the whole range 
of supplies carried in military depots, it could supply items and serv- 
ices which would permit the reduction of some depot operations. 
In this connection, the subcommittee notes that an agreement for 
cross-servicing of storage and warehouse services recently has been 
worked out between the military services and the civilian agencies of 
the Federal Government. 

Since GSA handles many of the items that would fall into the gen- 
eral supplies category, it may be feasible to consider using the GSA 
for military supply support in this area under some modified form of 
the single manager operation. 
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ARMED FORCES SUPPLY SUPPORT CENTER 


The future of the single manager program now seems to be in the 
hands of the Armed Forces Supply Support (AFSS) Center established 
by Directive 5154.4, dated June 23, 1958.% The agency is described 
as a ‘joint center of the military services under the authority, direction, 
and control of the Secretary of Defense.” 

The declared purposes and objectives of the AFSS Center are: 

1. To promote the most effective and economical administra- 
tion of certain common supply functions of the military services. 

2. To promote and coordinate integrated supply management 
among the military services concerned with common material. 

3. To develop means for the elimination of any undesirable 
inconsistency, duplication, and overlapping among supply oper- 
ations of the military services, and for the elimination of any 
unnecessary administrative procedures. 

The AFSS Center is charged with administering the Department 
of Defense programs for cataloging, standardization, and materiel 
utlization (cross-utilization of assets in order to minimize procure- 
ment, stockage, and transportation). Additionally, the agency is 
directed to make continuing studies and analyses of military supply 
systems which handle commodities common to the services and to 
develop practical programs for greater supply integration and man- 
agement improvement. Particular attention is to be given to such 
matters in the commodity areas covered by single manager and 
single department procurement assignments. 

The AFSS Center has a civilian director and a military deputy 
director, both appointed by the Secretary of Defense after consider- 
ing the recommendations of the materiel Secretaries of the Military 
Departments. Each military service (including the Marine Corps) 
designates a representative of general or flag rank (and an alternate) 
to sit in the AFSS Council, which is chaired by the Deputy Assist- 
ant Secretary of Defense (Supply and Logistics) and also includes 
the AFSS Center director. The latter selects the analysis staff of 
the Center, with the approval of the Council, and administers the 
internal affairs of the agency. 

The AFSS Council is described as ‘a fully representative group, 
responsive to the military services, but under the direction of the 
Secretary of Defense, to exercise general direction over the work of 
the AFSS Center.” 

Specific study projects or “work programs,” based on proposals 
made within or outside the Center, are established by the director 
and approved by the Council, which also reviews progress, approves 
appointments to key positions, makes decisions to the extent author- 
ized, and makes recommendations for decisions and implementation 
by responsible officials of the Department of Defense. 

The Assistant Secretary of Defense (Supply and Logistics) in be- 
half of the Secretary of Defense, gives aeaiaaie guidance, receives 
reports of work in progress or accomplished (along with the materiel 
Secretaries and the AFSS Council), and reviews and evaluates these 
reports. In the event the AFSS Council does not act on reports of 
the Center “within a reasonable period,’”’ the Assistant Secretary is 
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to call for a report from the director and the Council ‘and obtain 
action through appropriate channels.”’ 

The AFSS Center is specifically enjoined from engaging in the 
determination of materiel requirements or in procurement, inventory 
control, storage, or distribution operations. Thus the Center is not 
an “operating” agency and does not have the basic features of a 
fourth service of supply. Its operations, aside from study projects, 
are confined to directing the Federal cataloging, standardization, and 
material utilization programs. 

It is not plainly evident that the AFSS Center represents an advance 
beyond earlier and equally complicated organizational arrangements 
at the Department of Defense level for supply management. The 
Munitions Board established by law in 1947 and the Defense Supply 
Management Agency established by law in 1952 both encompassed 
the range of functions now assigned to the AFSS Center; and both 
wrestled with the problems of harnessing the separate efforts of mili- 
tary departments in the supply field. The two previous statutory 
agencies were replaced by the Assistant Secretary of Defense (Supply 
and Logistics) in the reorganization plan in 1953, and now it appears 
that some kind of management agency outside the Assistant Secre- 
tary’s office again is desired, particularly to provide a forum for the 
airing of military department views on supply integration programs. 

The subcommittee does not wish, however, to adopt a carping atti- 
tude, and if the AFSS Center shows by its performance that it can 
become an effective instrument of supply integration, its creation will 
have been an act of momentous importance. At this time, the 
physical setting for the agency is not too auspicious, since it is housed 
in one of the temporary buildings removed from the Pentagon planning 
activities. High caliber personnel will not be attracted to the agency 
unless a more satisfactory working environment is provided. 

The fact that the AFSS Center has the cataloging and standardiza- 
tion functions under its cognizance should facilitate its studies and 
planning in the single manager field. Progress in standardization, 
and particularly in the accelerated item reduction phase, should 
eliminate duplicative terminology and identify numerous items which 
are only superficially different, thus indicating sufficient commonality 
to make their commodity group eligible for single managership. 

This is not to say that all such decisions must wait upon progress 
in standardization. While a prior standardization effort in the com- 
modity area provides a surer basis for the decision to install more 
integrated techniques, such as the single manager program, the 
advantage of making an assignment first is that the job will be in the 
hands of the agency that has the management responsibility for the 
area. That agency will have a vested interest in doing as thorough 
and efficient standardization as it can. The subcommittee believes 
that the Department of Defense has put more emphasis on study 
than on decision and action in this field. 

The subcommittee is not opposed to careful study as a prelude to 
action. Recognizing that the supply management area has been 
subjected to numerous and protracted studies, and that studies can 
be used as a substitute for forthright and effective action, nevertheless 
the subcommittee believes that certain studies are useful and necessary. 
It recommends that the LSSP studies, for example, be carried through 
to completion. 
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ULTIMATE PLAN OF ORGANIZATION 


These LSSP studies in their final phase evidently contemplated that a 
plan of organization would be developed to give a more comprehensive, 
stable and enduring character to supply integration programs, which 
in the past several ‘decades have been fragmentary, intermittent, and 
more imposing on paper than in fact. 

While Department of Defense personnel frequently complain that 
their critics are vague and indefinite in recommendations for supply 
improvement, the Department of Defense itself never has developed 
a fully formed policy with regard to its own supply organizations and 
programs. Making available this plan to the 5c will provide 
a background for congressional appraisal of future reorganization 
plans and legislative proposals of the Department. 

The subcommittee is aware of course that the Department of 
Defense Reorganization Act of 1958 and the ensuing realinement of 
command authority pose anew, rather than resolve, the problems of 
integrating interdepartmental supply functions while providing effec- 
tive “supply support to unified and specified commands and the other 
instrumentalities of defense. The subcommittee believes that these 
problems should be attacked vigorously as a part of the study project. 

In the meantime, and pending the formulation of “ultimate” plan, 
the Department of Defense should maintain an active supply im- 
provement program and extend the single manager program to addi- 
tional commodities and services in the interest of achieving specific 
economies and more efficient performance. The subcommittee be- 
lieves that this 1s the intent of the Congress, reaffirmed when it wrote 
into the Department of Defense Reorganization Act of 1958 the 
provisions of the McCormack amendment. 
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